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INTRODUCTION 





This staff report is submitted herewith for the information and use of the 
committee and does not necessarily represent the views of any member of the 
committee. 


Since its inception, the competitive sales program for cotton has 
been subjected to criticism from many sources, even though as & means 
of disposing of surplus cotton it had more than proved its worth. 

Strong pressures have been exerted to force a change to an export 
subsidy program. Representations have been made that it is destroy- 
ing the futures markets of the world and with them the marketing 
system which is based on the ability of the buyer and the seller to 
hedge their purchases or sales. 

Among the arguments advanced for the shift to an export subsidy 
program was one which charged that the competitive bid sales program 
was destroying the smaller merchant and shipper and working to the 
advantage of the larger firms, which, through greater assets, and 
greater banking facilities, were able to drive the smaller merchants 
from the markets. 

These charges were made to the individual members of the Com- 
mittee on Agriculture and Forestry as well as to members of the 
Committee on the Judiciary. 

The American Cotton Shippers Association on February 25, 1957, 
memorialized the Congress to the effect that. a continuance of the 
present program beyond the 1957-58 marketing year would have the 
effect of destroying the futures ee The communication over 
the signature of William D. Felder, Jr., association president, said: 


Pursuant to a resolution of the last annual membership meeting of the Ameri- 
can Cotton Shippers Association, the text of which is appended, the board .of 
directors of the association respectfully but urgently submits the following 
memorial to the Secretary of Agriculture and the Agriculture Committees of the 
Senate and House of Representatives. 

In times when cotton prices were. less subject to governmental determination, 
the price protection afforded by hedges on the cotton futures exchanges enables 
cotton dealers to limit their risks with the effects: (1) That their borrowings, 
secured by cotton, were highly regarded by banks and therefore relatively eco- 
nomical; and (2) that they were able to perform the service of merchandising from 
farm to factory at very modest gross margins and that. they competed so inten- 
sively with one another that only modest margins were obtainable. 

During much of the last 20 years, Government policies and operations have 
been the chief determinants of cotton prices; and this has militated against the 
volume of use of the hedging facilities of the cotton futures exchanges. ‘To the 
extent that the Government has become the buyer of cotton from the farmer and 
the seller of it to mills and dealers in the ultimate stages of distribution, there has 
been less employment of cotton dealers and less cotton and transactions to be 
hedged in the cotton futures exchanges. This substitution of Government for 
cotton dealers and cotton futures exchanges has reached its peak with the intro- 
duction of the Government’s sales-for-export program, which has the effect sub- 
stantially of causing a quantity of cotton equal to the exports to be sold by farmers 
to the Government and a like quantity to be sold by the Government to the 
exporters. Under this regime, the volume of trading on the futures exchanges 
has declined to a miserable fraction of what it used to be. 

Thus, the volume of trading in futures has ceased to be enough to support an 
adequate force of professional brokers and traders, without whom no futures 
exchange can function properly. Month by month, experienced men have been 
leaving this business, and continuation of the present conditions will assure that 
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others will follow their example, that newcomers will not be attracted to replace 
them, and eventually that the exchanges will cease to function. This is not a 
remote prospect; it is in course right now. 

The members of this association,trust that a}time will'return when Government 
will withdraw from the accumulation and disposal of cotton. When that time 
comes, the service of healthy and broad cotton futures markets will be as neces- 
sary as ever before. Therefore, we cannot witness in silence the extermination 
of the traditional institutions through which the cotton futures markets function. 

The Secretary of Agriculture has just announced an extension of the Goverr- 
ment’s sales-for-export program for another crop year. This means there will 
be another year of grim struggle to survive for the futures exchanges and particu- 
larly for those who handle the trading upon them. 

he purpose of this memorial is to urge the United States Department of Agri- 
culture and the Congress (1) to discontinue after the crop year 1957-58 use of 
the present type of Government sales for export program, which substitutes the 
Government for private persons and institutions in the function of accumulation 
and distribution and thus starves the futures exchange; and (2) to give prompt 
public assurance to this effect as soon as possible, and in any event before April 
1957, which is the date when futures trading commences for delivery October 
1958, that is, the earliest option of the 1958-59 season. 

In this event, if it is determined that prices of cotton for export during the 
1958-59 crop year shall be less than domestic prices, the cheapening of the prices 
for export can be accomplished by subsidizing the exports, a method which has 
been used in the past for cotton and now is being used for wheat. 

The members of this association believe that the changes which they recom- 
mend are as vital as the long-range interests of American cottongrowers and 
consumers as they are to their own interests—just our daily tasks keep the picture 
before us more constantly. 

This memorial is addressed to the dire straits of the dealers, brokers, and ex- 
changes who are being eliminated by the present complex of Government activi- 
ties. Fundamentally, our members decry any differentiation between domestic 
prices and export prices and advocate policies which will release efficient United 
States cotton production to compete more successfully with alternative fibers 
pee mer the United States as well as with foreign cottons and alternative fibers 
abroad. 

We respectfully request your earnest consideration to the thoughts expressed 
above and in the attached copy of the report of our national affairs committee 
which was adopted by our membership in 32d annual convention assembled in 
Dallas, Tex., on April 27-28, 1956. 


This letter prompted Senator Estes Kefauver, vice chairman of the 
Senate Committee on the Judiciary, and chairman of the Antimonop- 
oly Subcommittee, to urge to Senator James O. Eastland, committee 
chairman, that an investigation be made in Europe as to the effect 
of the program upon the European economy and the European futures 
markets, the need of the futures markets in the merchandising of 
cotton, and to determine, if possible, if these countries were buying a 
disproportionate share of their cotton from the larger shippers. 

e urged that Sam Thompson, of Itta Bena, Miss., part-time legis- 
lative adviser to Senator Eastland, and Gerald Dearing, cotton editor 
of the Commercial Appeal, be commissioned to make the study. 

Senator Eastland concurred, but added the broader base—a full 
study of the workings of the competitive sales program in Europe. 
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FRANCE 


First Paris meeting (March 4, 1957) 


The uncertainty of our departure date from the United States 
made it difficult to set up meetings with representatives of the cotton 
industry in Paris in advance. However, Mr. Paul Minneman, 
agricultural attaché at Paris, arranged a luncheon at which we met 
with several leaders of the industry. 

It was the consensus of the limited group that the competitive 
sales program for cotton is not creating a monopoly, nor is it working 
to the advantage of the larger shipper against the smaller shipper. 
There are now, it was said, more American shippers offering cotton 
than ever before. 

During the 1955-56 season the average number of shippers offering 
cotton was about 50, whereas under the competitive bid sales program 
this number has been increased to 200. It is realized that part of 
this increase stems from the practice of many of the firms offering 
under the names of subsidiary organizations. This practice is not 
confined to the larger firms. 

Chief concern seemed to be centered around the inability to hedge 
cotton, not particularly the American cotton bought, but the exotic 
cottons which the French mills are compelled to buy because of trade 
agreements, the inability to get dollars and other factors. 

It was pointed out that, while the American shippers have some 
price protection within the United States, the French purchaser must 
face the possibility of losses as the result of any fluctuations of the 
price of foreign growths. 

With the New York Cotton Exchange as inactive as it is, and with 
the prices there reflecting the addition of carrying charges each month 
and failing to react freely to other market influences, French buyers 
of cotton have found that efforts to hedge, that is, selling futures 
contracts against the purchase of either American or foreign cotton, 
results in nothing except losses. 

The opinion was emphatic that some program of sales should be 
devised which would make the hedging of cotton possible. It was not 
indicated what type of program this should be, but it was stated that 
it should either be a direct subsidy or some single price system under 
which domestic mills and foreign buyers were able to purchase cotton 
at the same price. The latter proposal would be better, it was said, 
if it could be achieved. 

Should a subsidy program be adopted, it was the opinion of the 
French cotton men that it should be a firm, fixed subsidy, good for 
the duration of the season, and not a flexible subsidy which would be 
expanded or contracted with the changes of the market. Such a 


1 








2 COTTON EXPORT SALES PROGRAM 


subsidy, it was said, would result on the buyer bidding for the subsidy, 
rather than for the cotton. 

It was emphasized and reiterated that, since the present competitive 
sales program has been announced for the 1957-58 season, no change 
in the current program should be made. The subsequent program, 
however, should be announced several months in advance of its 
inception to permit gradual adjustment, whether it is an export subsidy 
or some other form of competitive pricing. 

This point was made time after time. The desire to have a hedging 
market was not as great as the wish that a program, once announced, 
be unchanged until the next marketing year. 

While it was the opinion of the French cotton men that a price 
of 23 cents a pound for Middling '5¢-inch white cotton in the United 
States would be necessary to meet rayon competition in France for 
most major end uses, it was pointed out that the stringencies of the 
French economy might not make it possible to take advantage of 
such a competitive position at the present time. 

The French exchange problem, it was explained, is critical. While 
American cotton is preferred, the lack of dollar exchange prevents the 
buying of United States cotton freely. Instead, trade balances, such 
as in Purkey, or trade agreements, such as with Mexico, compel the 

urchase of other cottons at whatever price they may be obtained. 

he French find, they report, that these foreign cottons, while priced 
below American cotton in the world market, suddenly develop 
considerably higher prices at the time they are compelled to buy. 

For this reason, they explain, there is actually no world price for 
them since the seller is quick to take advantage of their necessity to 
buy in particular areas. 

So critical is the exchange problem that there is a fear that the 
French Government will order the blending of rayon with cotton in 
order to conserve its limited exchange. This critical condition has 
been accentuated by the developments during the Suez crisis and the 
unrest in Morocco. 

The French, it was reported at this meeting, had just received 
Mutual Security Administration funds in the amount of $33 million, 
of which $22 million had been allocated for the purchase of cotton by 
June 15. Although some $3 million of the remaining $11 million had 
been tentatively allotted for the purchase of corn, it was said that a 
decision had been made to expend the total balance of $11 million for 
cotton to be purchased after August 16, 1957. 

It was the consensus that French mills preferred American cotton 
and would buy at prices as much as a cent a pound over the price of 
competitive growths, assuming that dollars were available and they 
were not compelled because of exchange restrictions to buy elsewhere. 
They indicated that at present comparative price levels, they would 
continue to buy American cottons to the full amount of the dollars 
available. 

While cotton has increased its markets in France, it was reported, 
the use of synthetic fibers has not declined. Lower cotton prices, 
they agreed, would stimulate the greater consumption of cotton and 
would more nearly bring the increasing inroads of synthetics to an end. 

Of the cotton being received under the present export sales program, 
it was said that the quality was satisfactory except as to spots and 
color. The long storage in warehouses under the Commodity Credit 
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Corporation loan and purchase program has resulted in the develop- 
ment of a creaminess, which contrasts with the expected white color. 

The result has been an increase in the arbitrations, with resulting 
penalties to the American shipper. 


Lille area (March 12-13, 1957) 


The Lille area in France is the textile manufacturing center of the 
country. Our visit to the section included meeting with individual 
spinners at Roubaix and Tourcoing and with a group of spinners and 
merchants at a luncheon at Lille. The luncheon was arranged by 
Mr. Richard Brabant, who was schooled at Memphis, Tenn., and who 
also served as interpreter when necessary. 

Much of the discussion in these places, especially at the meeting at 
Lille, was concentrated on the need of a continuing supply of American 
cotton, the problem of synthetic competition, especially in the tire 
cord field, and the wide variance in the character of the cotton re- 
ceived under the competitive export sales program. 

The movement of cotton from one area to another by the Commodity 
Credit Corporation to provide storage space in certain sections of the 
country has resulted in uncertain spinning qualities, it was charged. 
Whereas cottons from one locality may be fairly uniform as to fineness 
and strength, the mixing of cotton from many localities, even though 
all are of the same grade and staple, brings wide varying degrees of 
fineness and strength. 

The spinners expressed a strong desire to be able to return to a 
program which permits the selection of cotton from current produc- 
tion, where shipments can be made from the same locality and will 
have the same characteristics within reasonable limits. 

As elsewhere they urged that price stability be maintained, with 
assurance that once a minimum price is set for a season that there be 
no breakthrough. A variance of price from season to season was con- 
sidered acceptable and to be expected. This, they argued, would be 
sufficient adjustment of the American price to the competition of other 
growths. 

Synthetic competition is being met at current prices in most end 
uses, it was reported, except in the tire-cord market, where it was 
estimated that a price of 20 cents a pound would be necessary to 
meet competition. There was no suggestion that this be done. In- 
stead, it was realized that the French spinner is facing the same loss 
of tire-cord market experienced by the American spinner in years past. 

The equality of prices between cotton and synthetic fibers has dis- 
couraged the expansion of blending, since there is no price advantage 
in substituting the synthetic for the cotton fiber. The spinners indi- 
cated that there had been a cutback in this type of operation in many 
instances and that its expansion had been completely stopped. 

This was the first place that we received a firm denial that the 
larger shipper is being favored by the competitive sales program. 
There even was a preference for the smaller shipper, whose shipments 
have expanded under the increased purchases of cotton. 

They were not too greatly concerned over the inaction in the futures 
markets and their inability to hedge there. As they expressed it, the 
Commodity Credit Corporation program is in itself a world hedge 
as ie fixes prices and there is little need for hedging in the futures 
markets. 
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They did, however, express the hope that there could be a return 
to a program which would permit the functioning of the markets and 
the resumption of hedging. They coupled this with the admonition 
that the United States must maintain supplies in quantities which will 
provide market stability. 

The opinion was given that there is a growing demand for cotton 
and cotton textiles, brought about by the increasing population and 
by advancing living standards not only in France but in the countries 
to which France exports textiles. 

The French have been cooperating with the cotton promotion pro- 

am instituted by the Department of Agriculture through Cotton 

ouncil International and the National Cotton Council of America. 
They profess to see considerable benefits already and express the hope 
that ras benefits.will be expanded. 


Paris (March 15, 1957) 

Upon our return to Paris, we found that with the cooperation of 
Mr. Paul Minneman, agricultural attaché at Paris, Mr. William J. 
Reckling, local manager for Anderson, Clayton & Co., had arranged 
a luncheon to give us an opportunity to meet the French cotton 
leaders we were unable to see on our first Paris visit. 

This meeting followed much the same pattern as our first, with 
stability, continuance of supply, the dollar exchange problems of the 
French, and the potential competition of exotics the basis for much 
of the discussions. 

The conclusions were the same as expressed by those present at the 
first Paris meeting. 

The larger shipper’s business has increased, but not out of propor- 
tion to his previous share of the market. The smaller shipper, it was 
said, has expanded his operations as the competitive sales program 
has progressed and is taking an increasing amount of the business. 

America, if it hopes to regain and retain and expand export markets, 
must maintain adequate reserves of cotton which will be available to 
the spinners of the world at all times at'priceswhich are competitive 
with world growths‘and/with'synthetics. 

Upon our return to Paris, we found a message from Mr. Jean 
Lacoin, vice president of Le Havre Cotton Exchange, requesting that 
we meet with him and discuss the cotton question. 

We had originally scheduled a trip to Le Havre, but the tightness 
of our schedule and the lack of time had made it impossible to visit 
this port market. 

We met with Mr. Lacoin and Mr. Jacques Reinhart for dinner and 
spent several hours in reviewing the present situation and the pos- 
sible developments in the future. 

They were particularly interested in a type of program which will 
permit the reopening of the Le Havre futures markets. There is, 
they said, a need for a market where the purchaser of cotton can 
hedge his purchase in the currency of his country. 

uch of the discussion was over the same points covered in our 
other Paris meetings, with about the same conclusions. 

The expression was made that the major competition for world 
cotton comes from the synthetic fibers, which have a major place in 
the textile picture, but which, because of pricing policies within the 
United States, have expanded more rapidly than would have been the 
case had cotton been competitive from the start. 
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The view was, however, that at current price levels, assuming that 
synthetics do not or cannot lower prices materially, cotton can get a 
greater share of the expanding textile market than it has in the past. 

They also expressed the view that it will be impossible to force 
producers of exotic cottons to cut back production that has been 
established through price competition, except in the extreme marginal 
areas. The recent reductions in world price, however, have lowered 
the excessive profit margins enjoyed in the past and have made the 
financing of new expansion less attractive. Any upward movement of 
American price, however, will have the effect of encouraging further 
expansion. 

If, therefore, the production of exotics is fairly well stabilized, the 
rapid growth of the textile industries in these cotton producing coun- 
tries will be a major factor in world markets. 

The belief was expressed that this eventually will result in smaller 
and smaller quantities of raw cotton offered in world markets and a 
greater need for American cottons. This admittedly was a long-range 
view which will depend upon a great number of factors. 

An overshadowing fear was apparent because of the possibility of 
America returning to a limited supply country, resulting in conditions 
similar to those which existed following the outbreak of fighting in 
Korea. America had curtailed production and that fall the demand 
was so great that export quotas had to be imposed, with the result 
that prices for exotics rose to fabulous heights as the spinners of the 
world bid for supplies. 

Whatever the American policy on pricing and exports may be, this 
condition must not be allowed to develop again, they warned. 

The opinion was given that cotton trading could not be considered 
normal until such time as the French merchants were able to carry 
stocks of two to three hundred thousand bales for quick sale to mer- 
chants. This easy availability of cotton was said to be one of the 
requirements of efficient operation. 


ENGLAND 


Liverpool meeting (March 6, 1957) 

The discussions with cotton men in Liverpool were made possible 
through a series of private meetings and a luncheon at the Old Colony 
Club arranged by Mr. Hugh Monteith, Representative of the Ameri- 
can Cotton Shippers Association on the Liverpool arbitrations board, 
with the cooperation of Mr. John F. Stone, United States Consul at 
Liverpool. 

The cotton futures market in Liverpool reopened after World War II 
in the face of great difficulty, and it was with considerable effort that 
arrangements were made to transmit differences in foreign currencies 
in the face of rather stringent currency controls within the United 
Kingdom. 

The fate of this market was first and foremost on the minds of the 
British cotton men. Since the inception of the first limited competi- 
tive sales program for a million bales in January of 1956, the use of the 
Liverpool market as a means of hedging has dwindled until on the 
day we visited the exchange only a single sale was made in the course 
of the entire trading periods, of which there are two. 
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The cost of maintaining such an exchange is considerable and 
Liverpool cotton men are uncertain as to how long they can maintain 
this important marketing function in the face of such a small volume 
of business. 

The drying up of futures trading, both in the United States and 
Great Britain, is laid wholly to the competitive-bid sales program 
undertaken by the United States. 

This program, it is said, places a floor under cotton prices which 
leaves little possibility of penetration. The result is that buyers of 
the export cotton prefer to carry their purchases unhedged rather 
than sell futures against them. Those who have exercised the 
customary trade practice of hedging complain that the small volume 
and the tendency of the market to advance as carrying charges are 
accumulated, bring them nothing but losses and fails to give them 
the protection they sought. 

There was an urgency in the British thinking concerning the change 
of the cotton export program from competitive-bid sales to an export 
subsidy. They expressed grave concern about their ability to main- 
tain an exchange as a market hedge until such time as there is some 
semblance of free trading, either under an export subsidy program or 
a return to a one-price system for selling American cotton. 

They would like, they said frankly and positively, to have the 
recently announced competitive sales program for the 1957—58 season 
changed immediately to an export subsidy. This, they believe, would 
restore activity to the Liverpool Cotton Exchange, revive the New 
York and New Orleans futures markets, permit shippers and buyers 
alike to hedge their purchases and preserve the traditional marketing 
system under which cotton is normally carried hedged in the futures 
markets to minimize the hazards of price fluctuations. 

The danger, they insist, is that by the time the selling system is 
changed, even though it may be as early as August 1, 1958, it will 
come too late to save the exchanges from collapse. 

If this occurs, they warned, when trading is resumed on a more 
normal basis the traditional marketing system will have been destroyed 
to the detriment of the cotton trading industry and with harmful 
results to the producers of cotton. 

It was in Liverpool that we found the fog of misinformation on the 
details of the export sales program most thick. At the moment of our 
arrival they were unanimously convinced that none of the cotton from 
the 1955 stocks would be available under the current export sales 
program, and that the cotton would be delivered only against sales 
under the 1957-58 program for delivery after August 16, 1957. 

In spite of the fact that they had a copy of the Department of 
Agriculture’s announcement of the terms of the sale, they had received 
messages and advices from American shippers to the contrary. Many, 
who needed cotton and had expected to buy under the present pro- 
gram, were alarmed at the reports and the possibility that they might 
have to turn elsewhere for the cotton. 

Their concern typified a condition that was to be found later in 
many places, although not all. That is a fear that any American 
program, once announced, can be made subject to sudden, unpre- 
dictable changes without warning. They were particularly concerned 
at the lapse of time which was permitted to extend between the 
announcement that there would be a program and the revelation of 
the details as to price, conditions, and terms. 
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In Liverpool, too, was found a tendency to desire that the addition 
of carrying charges continue at the rate of 15 points a month for an 
indefinite and indeterminate period. This gradual movement upward 
of pricing, if the competitive sales program must be continued, would 
be more desirable than a return to minimum selling charges in October, 
with gradual reductions in the carrying charges through September 
and October. This was not a unanimous opinion, however, since a 
majority argued for the return to the minimum price at the start of 
the season. 

It was generally agreed that, in order to make cotton more fully 
competitive with synthetics, a price in the neighborhood of 23 cents 
would be required. 

Actually, the concern was not so much on price as on the continuity 
of a program and the assurance of an ample supply of cotton in future 
years. 

Stability of price was stressed over and over again. This stability, 
they agreed, could be achieved under the competitive-bid-sales pro- 
gram with a sufficiently low price and a consistent pricing policy. 
Under an export-sales program it could occur through a fixed-subsidy 
program, which, combined with use of the futures markets as a hedge, 
would permit some price fluctuation. They expressed the opinion 
that, even with a change of several cents a pound in the futures 
market, the desired stability could be obtained. 

Opinion was divided as to the effect of the competitive sales pro- 
gram on the American shippers. There were no differences where it 
concerned the smaller British importer. American cotton, once im- 
ported into the United Kingdom, becomes subject to changes in 
value according to the pricing of synthetics and competitive growths. 
With the futures market ineffective as a hedge, the smaller importer 
is severely limited as to the volume of cotton he can handle. Banks 
frown on granting major credits against unhedged cotton. Larger 
firms, with greater financial resources, are, therefore, given an ad- 
vantage over the smaller buyer. 

It was agreed that the American shipper with the larger resources 
has expanded his business tremendously, but when asked if they 
considered that the larger exporter was getting a larger proportion 
of the whole, they were unwilling to express a firm belief. 

In Liverpool it was stressed that American cotton was preferred 
for many reasons, chief of which was the more standard quality of the 
cotton. Other factors included availability of supplies ‘and the 
assurance that stocks are ample to meet special needs. Another 
reason was the facilities of American firms to make deliveries, to meet 
shipments, to concentrate desirable cottons in good volume and on 
short notice. If the British spinning industry, now more or less in 
the doldrums, can be expanded, it will be largely with American 
cotton—assuming that there is no major price difference between it 
and its competitors. 

The American cotton from the CCC stocks has resulted in heavy 
arbitrations laregly because of color. The discoloration of the 
cotton in storage has been a development which has caused trouble, 
which, in some instances, the buyer has worked to his own advantage. 

An example of this is a claim made against an American shipper 
because the cotton which was sold as white cotton had developed a 
discoloration which the trade describes as creaminess. The creamy 








8 COTTON EXPORT SALES PROGRAM 


cotton was considered inferior to the white. On the other hand, an 
American shipper who shipped white cotton, when creamy cotton 
had been specified, also was penalized. 

Inconsistency seems to exist in places outside the United States. 

Some of the claims and the reports of trouble in shipment appear 
to have stemmed from the rush to get cotton abroad before the August 
1, 1956, delivery deadline. Many shippers appear to have shipped 
directly from warehouse without waiting for reclassification, sending 
the cotton abroad on the basis of the descriptive classification originally 
given for loan p . The result was that inaccuracies in the 
original classing, plus the discoloration of the cotton in storage, 
made for shipments that were somewhat erratic and irregular. 

This condition seems to have worked out since shippers have had 
the opportunity to get samples, reclassify the cotton, and work it 
into even running lots’ under the oandet program. 


Manchester (March 6, 1957) 


Manchester, center of the British textile industry, offered the first 
opportunity to discuss the cotton-export program with a group made 
up exclusively of spinner and weaver representatives. 

A dinner at the Midland Hotel, arranged by Mr. Rufus H. Lane, 
United States consul at Manchester, was attended by executives who 
represented a majority of the spinning capacity of the British mills, 
as well as mills in other countries, particularly France. 

This discussion, while moving along the lines of the present and 
possible future export programs, explored some of the problems which 
face the spinner in regard to American cotton and its supply and 
availability. 

There were three phases of these discussions. 

The first dealt with the present price-support programs in the 
United States. Consensus was, and the expression was firm, that in 
open of the efforts of the United States to maintain artificial prices 
through support programs, there must come a time when cotton will 
be grown and sold at prices that are competitive in all markets. It 
was admitted that some compensation will have to be made to growers 
during an adjustment period to offset the necessity the farmer faces 
in buying in a protected market and selling in an unprotected world 
market. 

If America hopes to maintain its rank as the world’s greatest grower 
and exporter of cotton, it must produce and sell cotton at prices which 
are gppeutre with other growths from other producer areas of the 
world. 

This free production and sale effort, it was pointed out, makes for 
the full use of the marketing machinery which has been developed 
through the years. This includes the hedging operations on the 
futures markets, a practice which it was admitted is impossible under 
the present export-sales program. 

The second point was the practice of basing the loan on % inch, 
which is a little-used staple. Because the rie basis for all the 
more commonly used cottons must be based above this minimum, it 
makes of unrealistic pricing, which handicaps the sale of cotton in 
England and in other countries. At the same time. it was said, this 
practice of basing cotton on the unwanted qualities results in the over- 
production of the short staples and lower quality cottons. The cotton 
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of this type, it was charged, is grown solely for the loan and not for 
consumption by the mills. 

A loan program which would offer severe penalties for the produc- 
tion of unwanted cottons and compensating rewards for the growth 
of more desirable cottons is greatly to be desired. 

The third point involved the competitive-sales program, which, it 
was agreed, offered a stability of price that is essential in meeting the 
competition from rayon. 

The price of synthetic fiberjis stable, predictable to a great degree, 
and unchanging except over comparatively long periods. 

Under the competitive sales program of the British mills have 
enjoyed some of the same price stability that in the past has only 
been accorded by the synthetics. 

Even under the free marketing system, should it return, there would 
be price variations in cotton from day to day and from week to week 
as the market fluctuated according to the supply. This means a 
degree of uncertainty as to price, which is not found in the synthetic 


supply. 

The competitive sales program offers the stability that the mills 
desire and this stability more than compensates for the inability to 
hedge in the futures markets. Goods sold ahead at fixed prices 
against the purchase of cotton is a much more effective hedge, it was 
pointed out. 

To point up this matter of stability and the use of cotton and syn- 
thetics it was reported that a large British mill group recently had 
added two mills to its operations, Both of which are equipped to shift 
from cotton to synthetics, or from synthetics to cotton, at will. These 
mills will be operated, it was revealed, on cotton or synthetics as the 
price advantage flows from one to another. 

At the present moment there is little to choose between the two as 
to price, consumer preference at the moment dictates in favor of 
cotton to a large degree. But, if the price advantage swings con- 
clusively to synthetics, then a portion of the customer preference can 
be shifted to the synthetics by promotional efforts. 

A slightly lower price for cotton, say 23 cents for Middling '%, inch 
in the United States, would give cotton a price advantage which 
would leave the synthetic fibers at a disadvantage and would remove 
the desire of the spinner to shift to them or attempt promotional 
prpgremn to bring about their greater use. 

There was some uncertainty expressed as to the effects of the 
competitive sales program on the smaller cotton exporters within 
the United States. It was agreed, as stated in Liverpool, that the 
small British importer, due to limited funds and credits because he 
has no effective hedge, is unable to buy, store, and sell the quantity 
he has usually purchased. 

The first expressions as to the American shipper was that the larger 
merchants are getting the greater share of the business. When, 
however, the question was put as to whether he had increased his 
percentage in view of the greatly increased volume, uncertainty 
developed in the answers. 

A preference to use American cotton stems from its more uniform 
qualities, the availability of supply and the faeilities offered by the 
American shipper, which include easy banking, quick accessibility 
and confidence between traders. There is, too, the knowledge that 
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claims made against American cotton are promptly paid while ship- 
ments from abroad may involve months or years to collect. 

Yet it was admitted that if other cottons were available at prices 
only slightly below the American price, the spinner in order to meet 
the competition of other mills would be compelled to move in the 
direction of the cheaper cotton. 

Under the present program, where American cotton is sold com- 
petitively ar at prices which are stable, the preference would be 
given to American cotton in all cases where the price and other factors 
are comparable. 

It was admitted that the British textile industry is in difficulties 
because of the loss of some overseas markets, and the high production 
costs brought about by a one-shift operating schedule. There is hope, 
through recently negotiated agreements with the labor unions, to place 
the mills on a more efficient two-shift basis, which will make for better 
operating efficiency. 

The United Kingdom buys a large proportion of its supplies from 
the sterling areas and will continue to do so, but it expects that any 
increased production will be reflected in the additional purchases of 
ac cotton as long as prices remain competitive at about current 
evels. 

Tue NETHERLANDS 


Enschede (March 8, 1957) 


The atmosphere of economic independence was evident in the Neth- 
erlands from the moment of our arrival at The Hague. 

Spinners and cotton merchants appeared alert to events in the 
United States to have a comprehensive understanding of the needs 
and the goals of the cotton export program. 

Their questions were direct, dealing with the problem at hand and 
not seeking clarification of problems created by misinformation. 

We met a group of spinners and merchants at luncheon at Enschede 
at the Memphis Hotel, a luncheon arranged through the offices of Mr. 
Robert Reed, agricultural attaché at The Hague. 

First and foremost in importance in the minds of this group was 
the continued stability of the American price in the future and cer- 
tainly throughout the life of the recently announced export sales 
program for the 1957-58 season. 

The Dutch export trade sustains the textile industry and textiles 
produced in the Netherlands must be competitive with the prices of 
other nations if the industry is to survive. The assurance that 
supplies of cotton will be available at stable prices permit long-range 
planning, the establishment of trading contracts and the movement 
of textiles with reasonable security and confidence. 

The Dutch expressed a preference for American cotton as long as 
it is competitive. Because of their fiercely competitive position in 
world textile markets, however, any substantial reduction of world 
raw-cotton prices underneath the American level would result in a 
switch to the foreign growths. The consensus was that consistent 
pricing from 25 to 100 points under the American market would result 
in the shift to other cottons. On a temporary pricing basis, for small 
lots, it was said that the price concession would have to be as much 
as 300 points, or 3 cents a pound. 

The spinners and merchants were torn between the satisfaction of 
the present price stability and their desire to be able to hedge their 
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cotton purchases against futures contracts in the exchanges, especially 
New York. They reported that they had not used the Liverpool 
market, and had ceased using the New York market in any volume 
because of the present hazards attached to hedging. This is, they 
explained, because of the tendency of the futures markets to move 
only in one direction, rising as the contracts reflect the addition of 
carrying charges above the American price-support base. 

Confronted with the problem of having the firm stability of present 
prices under the existing program, or the mild fluctuations probable 
under an export subsidy program, they find it difficult to make a 
choice. The result is that they agree that the ideal situation would 
be complete stability as to the price of American cotton and the ability 
to hedge against possible declines caused by fluctuations in the world 
market. They admit that such an arrangement seems impossible. 

The preference for American cotton was emphasized by the import 
figures given by thespinners. These figures showed that 165,000 bales 
of American cotton have been imported this season as compared with 
a meager 14,000 in the previous year. 

The consumption of cotton has increased in the Netherlands over 
the past 3 years, while the consumption of synthetic yarns has been 
almost constant. 

The Dutch are keenly interested in the promotion of cotton textiles, 
and recently have joined in the Public Law 480 program in order to 
have funds for use in the promotion programs which are being carried 
out by the Department of Agriculture through contracts with Cotton 
Council International, working with and through the facilities of the 
National Cotton Council. 

Great interest was shown in the permanence in the American 
markets, the availability of American cotton in the future, and the 
need for assurance that the United States will maintain an ample 
stock of reserve cottons so that all varieties and types will be available 
and competitively priced. 

Will the United States continue to be able to provide cotton at 
competitive prices after the present CCC stocks are depleted, was 
foremost in the questions asked. And under what terms, continued 
competitive-bid sales or a return to an export subsidy? 

If a subsidy is used as a means of meeting world prices in future 
programs, the Dutch are unanimous in favoring a firm, fixed subsidy 
rather than any flexible subsidy under which the subsidy varies as the 
domestic price fluctuates. Such changes in the subsidy, they argue, 
would be the same as a change in the basis on which cotton is bought 
and would be detrimental to the spinner or merchant who had bought 
cotton under one subsidy level and hedged it in the futures markets. 
The use of the flexible subsidy, it was argued, would result in spinners 
bidding for the subsidy rather than for the cotton. 

They were critical of the need for a two-price system, arguing that 
American cotton should be sold in world and domestic markets at the 
same price, with the payment of a subsidy to farmers if necessary. 
At the same time, they were aware of the political and economic con- 
ditions within the United States which made for present policy 

They expressed fear that the soil bank would have the effect of 
diminishing cotton productivity to the point that ample supplies 
would not be available, especially supplies of the medium staples, 
which are in greatest demand, 
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They, like others, expressed a quick opinion that the competitive 
sales program was favoring the larger shippers. But, on reflection, 
they withdrew the opinion, saying that percentagewise the increase in 
oe business of the small merchant had been as great as that of the 
arge. 

They expressed the view that it may have been the reluctance of 
the smaller shipper to get into the program which gave the larger 
shipper an advantage early in the program, but that, once started, the 
smaller shipper is holding his own in a competitive market, selling 
cotton to the limit of his resources. 

There was considerable criticism about the quality of the early 
shipments, in which staples varied widely from the staples designated 
and qualities were not up to the qualities specified. ‘They expressed 
the belief that this represented cotton from the Commodity Credit 
Corporation stocks that had not been reclassified before shipment, 
but which moved from the warehouses to the ports on the basis of the 
CCC’s original classification. 

The Dutch were hopeful of an expanding cotton market both at 
home and abroad and a continuing competitive position with syn- 
thetics. Synthetic prices were reportedly about equal to cotton prices, 
and it was said that lower cotton prices would be necessary to further 
reduce the synthetic usages, which already had been restrained. 


Rotterdam (March 9, 1957) 


Merchants in the Rotterdam area were concerned over their in- 
ability to hedge their cotton purchases under the present competitive 
sales system, but were more concerned about the future of cotton in 
America. 

They, as in Enschede, wanted assurance that the future held 
romise of continuing supplies of American cotton in the more distant 
uture, and that the United States, once the present CCC stocks are 

diminished, will not go on another feast-or-famine cycle which will 
push cotton prices upward unnecessarily, then drop them again 
suddenly and as unceremoniously as the supply situation changes. 
The erratic trends caused by price-support programs were much more 
feared than the possible price fluctuations which would occur if the 
United States should hold and continue to hold adequate amounts of 
cotton in reserve as a cushion for the market and a source of wanted 
cottons. 

The president and several members of the board of the Rotterdam 
exchange met with us for discussion of the cotton situation, sacrificing 
their normal Saturday holiday for the meeting. This meeting, like 
that at Enschede, was arranged by telephone from the agricultural 
attaché’s office in The Hague. Their reactions, their questions, their 
reasoning, all were along the lines expressed at Enschede the day 
before. They were a little more insistent on the need for a hedge for 
the cotton they have bought, a little less concerned about the factor 
of price stability. 

They criticized the calling of the American cotton supplies 
“surplus.” The use of the word denotes unusable cotton, they argued, 
and such cotton raises the question of dumping, and the threat of 
dumping brings curtailment of buying, with a slackening of markets. 
It would have been better, it was argued, to have told the world that 
the United States has adequate supplies of all types of cotton which 
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were available to world markets. They admitted that this probably 
is a hairsplitting technicality. 

They pointed out that Russia is using cotton as a weapon in the 
diplomatic war that is continuing in the Middle East. By buying a 
part of the production of the Middle East producers through its 
satellite countries, the prices in these countries are strengthened, 
temporarily, at least. By permitting a portion of this cotton to flow 
to the free world at prices considerably less than cost and below existing 
wer prices, an effort is made to weaken the other markets of the 
world. 

Considerable satisfaction was expressed with the current program, 
the quality of the cotton, and the promptness and fullness of ship- 
ments. ‘There was some irritation over the delays in announcing 
complete details as to price and carrying charges at the time the 
original announcement was made. ‘They are unable, they say, to make 

lans, to look ahead, to make purchases until all the factors involved 
ave been settled. | 

American cotton has an advantage in world markets, it was said, 
because of the larger supplies, the marketing machinery that has been 
built up, an understanding of the Dutch needs, and the confidence 
that exists between American and Dutch merchants and mills. 

At Rotterdam it was reiterated that the possibility that the smaller 
shipper seemed to have done a smaller share of the business lay in his 
reluctance to get into the picture early in the program. Since his 
participation, it was said, he is getting a share commensurate with his 
resources. 

BELGIUM 
Ghent (March 11, 1957) 


The same spirit of free enterprise and competition which prevailed 
in the Netherlands extended into Belgium, we found at a luncheon 
meeting with spinners and merchants at Ghent. The meeting was 
arranged by Dr. John Kross, agricultural attaché at the Embassy at 
Brussels, 

At a preliminary discussion meeting in the board room of the Ghent 
Cotton Association, the president welcomed us to this historic city 
and offered his services and those of his board in seeking information. 

The Belgian thinking of cotton trading and selling was much as 
outlined in the Netherlands, except that there was a sharp division of 
opinion at what level the buyer would switch to exotic growths from 
the American cottons. 

Except for two strong personalities it was agreed that the offering 
of foreign growths must be at least a hundred points under the Amer- 
ican price before they are attractive. These individuals insisted that 
they would buy the foreign growth at a difference as small as 25 
points, or less if in even running lots. 

This was one mill area where it was generally agreed that the com- 
petitive sales program has worked more to the advantage of the small 
shipper than the nite. 

ne large millowner reported that he customarily bought from about 
six shippers, with the smaller shippers in greater numerical strength. 
Because of the excellence of the deliveries from one small shipper, who 
had entered the export field for the first time this season, this spinner 
has purchased 30 percent of his needs from this single small shipper. 

The question of the quality of the American shipments were upper- 
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most in the minds of the spinners. The charge was made, rather 
vehemently, too, that they were not getting the cotton that they 
expected and that arbitrations did them no good, since they could not 
spin arbitrations and did not find it practical to spin the undesired 
cotton. 

One mill operator reported that he would much rather buy Mata- 
moros cotton, if it were available and the price comparable, because 
it would be shipped from a single area, would be uniform in character, 
om would have approximately the same micronaire and strength 
actors. 

Instead, when ordering cotton from the United States under the 
export sales program, he received cotton from as many as 20 ware- 
houses, none in the area designated as to growth in the buying con- 
tract, and varying widely in grade, staple, micronaire, and strength 
qualifications. 

He was willing to accept the explanation that this must have been 
cotton from an early sale and early shipment and the variety of ware- 
house tags resulted from the movement of cotton from the West to the 
East. But it was difficult to explain the great variety of grades and 
staples in the shipments except to say that it must have been cotton 
shipped from the warehouses before the shipper had the opportunity 
to reclassify it and reexamine it in order to meet delivery dates. 

Later, in the spinning laboratory conducted by this mill, where 
spinning tests are run on every 100-bale lot, we were shown the 
reclassification sheets of some of the shipments. 

There was one calling for Middling 1%. inch cotton in which there 
was not a bale measuring '%._ inch. And few were Middling. 

There was the unusual shipment calling for Strict Middling 1 inch 
which turned out to be consistently Good Middling 1% inch, a qualit 
far above that normally used by the mill. Production of goods with 
this quality cotton would improve the end production to the point 
that a return to normal production would be most difficult because of 
customer resistance. The result was that the cotton had to be so 
blended over a long period that the improvement of the end product 
was not noticeable. 

It seems essential that, if American cotton is to find complete pref- 
erence and acceptance, that a higher level of uniformity in shipments 
be obtained and maintained in the future. 

The Belgian textile market, like that of the Dutch, depends more 
upon export sales than domestic demand. Belgians, the mill operators 
said somewhat bitterly, buy Swiss and German fabrics in preference 
to Belgian fabrics. They buy Italian shirts, with the result that 
Belgium shopkeepers place Italian names in their shirts to make the 
public believe that they are of Italian origin. If it is foreign, it will 
sell, was the spinners’ explanation for this domestic consumer market 
trend. 

The Belgians are strong supporters of the sales promotion program 
being undertaken since the recent signing of a Public Law 480 agree- 
ment which will make funds available. 

There is difficulty here, however. The Belgian housewife has been 
laboring under the conviction for years that the cotton sheets she has 
been purchasing have been linen. To disillusion her could be dis- 
astrous to the cotton retail market it is argued. The probable 
solution will be the labeling of the cotton fabrics ‘100 percent pure”’ 
until such time as education establishes the value of cotton. 
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In Belgium, as in other places, the matter of price and export 
policy stability was stressed as the most important factor. By 
stability is meant, in Belgium, a return to the original pricing policy 
under the 1956-57 program, and the adding of carrying charges 
forward from October. The Belgians understand and are prepared to 
accept the American ‘‘normal trade practices” mentioned by Secretary 
Benson in his announcement of the new program and accept a reduc- 
tion of 45 points in the carrying charges in August, another 45 points 
in September and the final 45 points in October, which would reduce 
the minimum price for Middling '%. inch to 25.10 cents for October 
delivery. The addition of the 15 points carrying charges each month 
after that is to be expected and is desired. 


GERMANY 
Bremen (March 18, 1957) 

Germany, we had been told, was of especial importance as a source 
of information on the export program. The resurgence of the Ger- 
man economy, their insistence on free trade, and their aggressive 
attitude in world markets, we were informed, would be reflected in 
their attitudes. 

Bremen has been the historic port for cotton shipments and at one 
time much of the cotton that moved to the interior mills in all parts 
of Europe passed through Bremen. Partitions and political barriers 
have put an end to the widespread distribution of cotton on the 
Continent, but Bremen remains the chief German port through which 
passes virtually all the cotton destined for German consumption. 

Michael Falzone, vice consul, had arranged, prior to our arrival, for 
a luncheon at the Essighaus with leaders of the cotton industry in 
Bremen. 

Just as in other meetings in other countries, the cotton men in 
Bremen stressed the virtue of stability in the cotton market, putting 
it above all the other factors to be considered. 

In spite of their desire to operate the Bremen futures market, their 
wish to be able to hedge their cottons and other factors, they always 
came back to the matter of stability of United States export policy and 
price and the confidence that it has given to the cotton industry. 

This confidence, it was explained, is not limited to the merchant 
and the spinner, but extends to the weaver, the converter, and even 
to the ultimate consumer of cotton goods. 

When the American cotton export program was under considera- 
tion, before the terms of the sale were announced and during the time 
that a price determination was being made, consumer buying slackened 
because of the hope for lower prices; retailers ordered only replacement 

oods; converters bought sparingly, and the mills operated at a 
imited schedule. 

The announcement of the program and the fixing of the sales price 
at 25 cents a pound for Middling '%. inch brought an unprecedented 
volume of business to the German mills. Mills now are operating at 
capacity, and they have orders which will insure this operation through 
NeReaPes and December and most are taking orders for early 1958 

elivery. 

The prices established for the 1956-57 cotton export sales program 
were at the ideal level for meeting the competition of foreign growths 
and the rayon staple fiber in Germany. It was pointed out that on 
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the opening of the Bremen futures market the sale of the first con- 
tract, which is based on Strict Middling 1. inches, was at the identical 
level with the rayon staple fiber. 

The result has been that the use of staple fiber in Germany has 
been slightly restricted, while the demand for cotton has been 
ened 

There was considerable dissatisfaction voiced over the quality of 
the cotton received from the American shippers, the lack of consistency 
in the cottons, and the wide areas of growth represented in individual 
shipments. 

American cotton, it was said, was preferred, in spite of the expressed 
dissatisfaction, because of the availability of supply, the American 
trade practices, the prompt settlement of arbitrations and the long- 
established trade relationship between the German and the American 
merchants. 

The opinions of the Bremen merchants seemed to lean toward the 
preference of a continuation of the present competitive bid export 
sales program as long as the cotton came from the Commodity Credit 
Corporation stocks. At the same time there was a desire to return to 
the practice of getting cotton from current production at the earliest 
possible moment. This desire came, they said, from the hope that 
such buying would eliminate much of the problem of varied growths 
in the shipments. They expressed the hope that since the 1955 loan 
cotton has been offered for sale that some betterment in this condition 
will be achieved. Whereas the earlier stocks had been reconcentrated 
by the CCC to facilitate the storage of later crops, the 1955 crop cotton 
remains for the better part in warehouses close to the area of growth 
and greater uniformity is expected to result when this cotton is shipped. 

Merchants in Bremen were more optimistic about the possibilities 
of continued high exports of American cotton for the next season than 
were others with whom we talked. 

The stability factor, however, was stressed again and again. The 
merchants discussed the possibility of continuing carrying charges at 
the rate of 15 points a month after July, when the minimum price will 
be 26.45 cents for Middling '%» inch. They discussed the idea of 
reverting to a price of 25 cents for shipment in August, the same price 
at which the 1956-57 program was started. They talked of higher 
prices—up to 27.50 cents a pound, and lower prices, down to 23 cents. 

The discussions were thorough, pointed and participated in by all 
present. 

The result was a unanimous opinion that the best approach would 
be to follow “customary trade practices.” That is, a reduction of 45 
py in the carrying charges in August, another 45-point drop in 

eptember and the third in October, when the minimum price would 
be 25.10 cents. Carrying charges would be added at the rate of 15 
points a month thereafter. 

The outstanding factor in the Bremen discussions was the desire to 
maintain the status quo. The United States, not the market, deter- 
mines the price of world cotton, it was said. The original price of 
25 cents, established in the 1956-57 program, was an ideal level for 
world trade. It was fair to the foreign producer, who had reduced 
his prices below that level in disposing of his stocks prior to the 
American program. It met the competition of the cut staple fibers, 
it instilled confidence in the textile industry and siroininted: stability 
and ease of planning ahead. 
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Because of the Nation’s position, it is the duty of the United States 
to maintain that stability for the welfare of the world cotton markets 
and spinners, they argued. 

This should be done, they said, by maintaining and insuring ade- 
quate supplies at competitive prices—which must 1h stabilized for the 

uration of a cotton trading year, with adjustments upward or down- 
ward made only at the beginning of the marketing year, and then 
only to the degree necessary. 

The Bremen merchants were of the opinion that the eventual goal 
in the United States should be toward a one-price system, but that 
until that could be achieved the present program should be continued 
until CCC stocks should be brought to manageable proportions. 
After that they favored a fixed export subsidy program which, if the 
domestic price of American cotton can be reduced, is gradually reduced 
ant American and world prices are the same and on a competitive 

asis. 

United opposition was given to the idea of a flexible subsidy, such 
as has been proposed in some quarters in the United States. Such a 
program, it was said, would result only in confusion, an effort to bid 

or the subsidy instead of the cotton, and would be most confusing 
both to the merchant and the mill. It was agreed that it probably 
would stimulate trading on the futures markets, but the benefits to 
the futures markets are small when weighed against the detrimental 
effects on the merchants and the spinners. 


Frankfurt-am-Main (March 19, 1957) 


We were not unprepared for the attack on American shipping prac- 
tices which we heard at Frankfurt, but the strength and vehemence 
of the statements were far beyond what had been said previously. 

The meeting with leading German spinners had been arranged by 
Mr. Robert C. Huffman, political and economic consul at Frankfurt. 

Confidence in American cotton, which “‘is the best in the world,” 
is being shaken by the manner in which it is merchandised and de- 
livered, it was charged. 

Offenders, it was charged, are not only newcomers in the cotton 
export trade, but firms which have previously built up reputations of 
integrity and fair dealing. 

Efforts to explain that the irregular shipments may have been the 
result of shipping CCC cotton without reclassing in an effort to make 
deliveries immediately after the export sales program was inaugurated 
were resisted vigorously. Later shipments have been as erratic as the 
earlier shipments, and cotton from G00 stocks is being shipped when 
1956 crop cotton has been specified, it was charged. 

Greatest stress was made against the variety of growths and the 
areas of growth contained in shipments. Extraordinary variations in 
the micronaire readings, a wide range of grades and staples in the 
same shipment were reported. 

It was stressed that Germany has become, like so many other 
nations, a user of quality cotton and that quality must be maintained 
for the German mills to compete with other nations in the world 
textile markets. Inability to get the proper qualities is increasing 
the mill costs and diminishing the quality of the yarns produced. 

There was an indication that new sources of supply within the 
United States are being tried out, enhancing the opportunity for 
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shippers who have not previously had contacts within Germany. 
There seemed to be general dissatisfaction with present arrangements. 

This search for new sources of supply has been hampered by oppor- 
tunists who have no previous cotton merchandising experience, but 
who hope to act as brokers between German mills and the American 
shipper. Some of these offers, the spinners said, have been so utterly 
fantastic that they have been given no consideration at all. 


The packaging of the American cotton bale was strongly condemned. 
Even the Supima cotton, with its high value, comes into Germany as 
poorly wrapped, as subject to dirt and grime as the upland cotton. 

Torn and tattered covering is general, it was reported. It was 
added, too, that bale markings are being placed on the actual cotton, 
rather than on the wrapping due to carelessness and lack of concern 
at the ports where the cotton is marked for shipment. 

The suggestion was made that the American bales be wrapped in 
cotton, rather than jute or burlap, and that the bale be completely 
covered to guard against dirt and contamination. 

The discussion of the spinning quality of American cotton was much 
along the lines which have been voiced by representatives of American 
mills. The expressions were just as forceful. 

Greatest complaint was the increasing use of dryers to speed the 
ginning of cotton and the use of more and more machinery to clean 
the lint after it has been ginned. 

The result, the German spinners argue, as the American spinners 
have argued before them, is a brittleness in the fiber from overheating, 
a greater amount of broken fibers and resulting waste and the breaking 
up of trash into minute particles which do not yield to the ordinary 
cleaning processes in the mills. 

Current cotton price levels are ideal for meeting staple fiber com- 
ete and standing off the inroads of exotic cottons, the spinners 

reed. 
eT he race is not between American cottons and foreign cottons, but 
between all cottons and staple fibers. The foreign cottons can adjust- 
because of their lower production costs, to the stabilized levels set 
by the American export program. But the low prices discourage ex- 
pansions of staple-fiber production, remove some of the marginal cotton 
lands from production abroad and tend to increase the consumption of 
cotton in the world. 

Again the matter of price stability was stressed throughout the 
discussions. With bookings which extend into the early months of 
1958 German spinners want nothing which will cause their customers 
to believe that there will be a break in price or anything which will 
disturb the market. Their desire to hedge their cottons is a secondary 
factor when weighed against the wish that nothing be done to disturb 
the price. They looked to a return to a minimum of 25.10 cents by 
October through the application of “normal trade practices” to the 
carrying charges. 

American producers should bend their efforts to produce better 
longer staple cottons to meet the increasing demand for such cottons 
in the world. The spinners argued that too much of the American 
effort is spent on producing a large volume of cotton at small cost re- 
gardless of the quality. This, they say, is the eventual result of the 
price-support program which is geared to low-quality cotton and not 
to the higher qualities. There should be some means of penalizing 
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the poorer qualities and rewarding the growers of the better qualities, 
they said. 

An expanding market for American cotton was foreseen, providing 
the present difficulties in shipments are overcome, providing the price 
stabilization is continued and assuming that the economy of the world 
continues on the upgrade. 

SWITZERLAND 


Winterthur (March 20, 1957) 


Zurich (March 21, 1957) 


Switzerland is enjoying unprecedented activity in cotton textiles. 
The upsurge is attributed almost wholly to the stability and price 
certainty occasioned by the American cotton export sales program, 
which permits long-range planning and pricing. An increase in the 
domestic use of cotton textiles is accompanied by growing exports 
which permit a high productivity rate at the mills at firm prices. 

The need for continuing this stability was stressed by merchants 
and spinners at every meeting we had in Switzerland, and it was 
urged repeatedly that as long as cotton is being sold from the Com- 
modity Credit Corporation stocks that the present program be 
continued. 

When the time comes that cotton will be bought from current 
production, it was urged that a fixed export subsidy be maintained 
until such time, if ever, that the United States could return to a 
one-price system. A flexible subsidy, such as has been advocated 
in some quarters, was unanimously opposed. While such a subsidy 
theoretically makes for price stability overseas, it also tends to offer 
speculative temptations and uncertainties to which the merchants 
and the spinners object. 

Because we arrived in Switzerland a day earlier than expected, Mr. 
Carlos J. Warner, consul general, was able to make arrangements for 
a trip to Winterthur to discuss the export sales program with mer- 
chants there. He also had arranged a luncheon in Zurich the next 
day, which was attended by the merchants and spinners with whom 
we had had communication as well as others. We also talked to in- 
dividual merchants, either at the consulate or elsewhere. 

We found on our arrival in Zurich that American shippers, who also 
deal in foreign cottons, were offéring Mexican new crop growths at 
prices which would be competitive with a price of 25 cents for Mid- 
dling 1%» inch in the United States. They were, apparently, antici- 
pating a return to that price level under the 1957-58 export sales pro- 
gram, since the break in the Mexican cotton price came almost simul- 
taneously with the first taking of bids at New Orleans, March 19. 

There was some protest against the manner in which American cot- 
ton is packaged, but less objection to the quality of cotton received 
under the export sales program than had been heard in other areas. 

The concensus of the groups with whom we talked was that the 
smaller American shipper is increasing his participation in the export 
sales program as it progresses, especially in making shipments of the 
high quality cottons required by the Swiss mills. The smaller shipper, 
it was added, displayed some hesitancy at the start of the program, 
but did an increasing amount of the business once he was in the 
market. 
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There was a considerable discussion of the future of cotton and the 
participation of the United States in the world markets. 

The opinion was expressed at one point that the United States, being 
an industrial nation, should withdraw from the world cotton market 
altogether; should give up the growing of cotton and import its 
needs, thus permitting other nations to earn dollars with which to 
buy American industrial products. 

In the next breath it was suggested that, because India and the 
United States, of all the cotton producing nations, have the best 
growing climates and the greatest ability to grow cotton, they should 
be the Sateal suppliers of cotton for world markets. 

There was a pessimistic note interjected in relation to the world 
markets for cottons. Because of the rise of the textile industry in the 
small cotton producing nations, there are fewer and fewer world 
markets remaining for the exporters of textiles, it was argued. As these 
nations become self-sustaining in the textile field, they will reduce the 
demands they have made on the cotton textile exporting nations. 
This will, it was said, reduce these latter countries’ needs of raw 
cotton. 

The manmade fibers will be competing for the remaining markets, 
it was maintained, and the result will be that the world cotton export 
trade will diminish rather than expand. 

There was exception, too, to the argument that the rising standards 
of living, the growing populations, would expand the use of cottons. 
In this case it was pointed out that other fibers, because of consumer 
preference in some instances, and a lessened use of textiles in others, 
will trend to restrict, rather than expand the use of cotton textiles. 

Many of the discussions centered about the quality of American 
cottons. The wish was expressed that some means should be devised 
to make cottons from the United States as uniform as those from 
other countries, where the handling and preparation are different. 

The frequent sampling of the American bale with the resulting 
torn and inadequate covering was condemned generally. 

For the near term, however, it was agreed that the present pricing 
policy, the current stability in policy and price, and the bright pros- 
pects for textiles in the next year would result in substantial pur- 
chases of American cotton in the immediate future, at least through 
the 1957-58 season. 

AUSTRIA 


Bludenz (March 22, 1957) 


The problem presented in Austria, outside of the usual discussion 
of price, stability in the market, and the need for assurance of con- 
tinuing supplies, was that of credit for the purchase of the cotton 
and the need for longer credits for modernization of the mills. 

The future use of cotton in Austria depends upon the ability of the 
mills of that nation to modernize and thus compete on more equal 
terms with the other exporting countries, it was said. Interest rates, 
even on money furnished by the International Bank, are excessive. 
There should be money made available, it was suggested, through the 
Export-Import Bank, where rates are more favorable. A consider- 
able amount of textile exports move from the Austrian mills to the 
American markets; one mill that we visited reported that its bookings 
this year were in excess of a million dollars. 
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The Austrian mills find it necessary because of international rela- 
tions to use some Russian cotton. We saw our first sample of this 
cotton in Bludenz. It was of poor quality and showed evidence of 
poor preparation. 


Milan (March 25, 1957) 


The Italian domestic cotton textile market is improving steadily, 
with production at a high level and with sales booked far ahead be- 
cause of the stability of the American cotton export sales program. 

The consumption of cotton textiles increased 5 percent in 1956 
for the entire country, with the per capita consumption now above 8 
pounds, a figure which indicates that there is still room for great 
improvement. 

The Italians were elated that the pattern of increased cotton con- 
sumption was divided unevenly between North and South Italy. 
While the heavily industrialized north was showing an improvement 
of only 2 or 3 percent, the south, which has been the low-income area 
of the nation was showing a gain that ranged up to 10 percent. 

Improved domestic production is expected in the future as the result 
of a comprehensive sales promotion program which gets under way 
this spring. This is a program financed in part by funds from the 
sale of surplus cotton under Public Law 480 and by funds provided by 
the Italian textile industry. It is being administered by an Italian 
association under the direction of the National Cotton Council 
through Cotton Council International. 

The Italian market for textiles is almost wholly a domestic market 
with only a small portion of the output of the mills being exported. 

The spinners and weavers appear reconciled to this condition, 
stressing that the world export market is rapidly dwindling as more 
and more countries are becoming self-sufficient in their textile produc- 
tion, particularly the Middle Eastern nations which can and do grow 
cotton and convert this cotton to textiles. These were the countries 
upon which Italy once depended for export markets. 

The thought at the moment is to seek to expand the domestic 
market to the greatest possible extent through the sales promotion 
program made possible with Public Law 480 funds. 

The Italians, as other Europeans seen before them, like the current 
cotton export sales program. They stress, as others have stressed, 
the factor of stability in the market for their raw material and the 
assurance given by the American program. They have no need for 
the use of the futures market for hedging under present circumstances, 
and appear to like it this way. They do, however, urge that, when 
the program is changed because of the necessity of buying out of cur- 
rent production, it be changed to a fixed subsidy program under which 
they can hedge in the futures markets. They report no liking to the 
proposal that the subsidy be made flexible, thus seemingly, insuring 
them a stabilized price in the foreign market. They prefer to revert 
to on-call purchases with hedges, rather than face the day-to-day 
uncertainty of the flexible subsidy. 

The Italians appear to have only a normal amount of arbitrations 
and claims against the American shippers. A check of the arbitration 
board records revealed that only about 5 percent of the cotton received 
in Italy had been subject to arbitration, even though 1 mill made a 
practice of putting all cotton to arbitration as a matter of routine. 


ITALY 
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There was, naturally, a quantity of settlements made outside 
arbitration. 

The failure of shippers to meet shipping dates has worked a hard- 
ship in many instances, requiring the purchase of exotic cottons to 
round out supplies when cotton from the United States failed to 
arrive. 

The opinion was expressed that this failure to meet shipping dates 
was not so much the fault of the shipper of cotton in the United States, 
as because of the confusion ae. te the dock strike in the United 
States and the inability of shippers to get cotton to the ships on the 
short notice given because of interrupted schedules. This pinch on 
shipping space still is being felt. 

It was felt that an additional 150,000 bales of American cotton must 
be imported during the present season if stocks are to be maintained 
at normal. Estimates of needs for the 1957-58 season run as high as 
750,000 bales, depending on the dollars available. 

The standard complaint of the Italian spinner is the lack of dollars 
to pay for American cotton. Although the Italian Government has 
placed about 65 percent of its imports on the free dollar list, it has 
refrained from permitting the unrestricted use of dollars for cotton— 
or for any other surplus agricultural product. It would seem that by 
moving in this direction it can multiply the value of the dollars at 
hand by buying under Public Law 480 and other programs. 

This type of operation, however, causes great uncertainty in the 
mills, since they cannot plan ahead for their operations because of the 
uncertainty of the timing of the Government programs. 

The takings of exotic cotton are, therefore, increased at a time when 
under a free exchange program they would prefer American cotton. 

Because of bilateral agreements with countries such as Greece, the 
spinners are compelled to take cotton from these countries as the 
only cotton available. They have been and are spinning Russian 
cotton, which is bought on the Russian classification without appeal. 

Last year, it was said, the quality of the Russian cotton was ex- 
cellent, but there is general dissatisfaction expressed with the cotton 
received this season. Poor preparation and trashiness are the two 
ee objections. 

he desire and the need for dollars with which to buy cotton domi- 
nated the private and group discussions which we had. 

The day we left Milan representatives of the cotton textile industry 
were conferring with officials at Rome where they planned to present 
a demand by the organized spinners that cotton be placed on the un- 
restricted dollar use list along with the durable goods and luxuries 
already on the list. 

They were frank in admitting before they left Milan that they had 
no hope of getting their request, but they were hopeful of getting a 
greater dollar participation by the Italian Government in the new 
programs being suggested. 

They stressed that under present conditions the Italian Govern- 
ment should make the dollar negotiations in advance of the cotton 
marketing season in order that the mills could book their orders in 
advance and do their marketing when the greatest amount of cotton 
is available and the quantities of the qualities desired are to be ob- 
tained. Later, scattered purchases have a tendency to place them at 
a price disadvantage, they report, as they have to bid for specific 
qualities in a market that already is in short supply. 
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The Italians are looking forward to the benefits from participation 
in the community of nations and the freedom of trade that is expected 
to develop over the years. 

They recall that when the iron and coal agreement was signed it was 
expected that Italy would suffer most in competition with the other 
steel-producing countries. They have been elated to find that the 
contrary has fein true; and that the Italian steel output has been 
stepped up about 75 percent, and it has been necessary to expand 
production through the building of new, modern plants. 

There is under way, at the present time, a program to bring more 
industry to southern Italy, where the agricultural economy has made 
it the poorer part of the country. 

Under the community plan it is hoped that this increased industrial 
income in the south can be supplemented by the growing of fruits and 
vegetables for the European market. 

Increased income, it was demonstrated in 1956, results in increased 
buying of cotton textiles, and much of the hope of the future expansion 
of the textile industry rests on the theory that there will be added 
income. 

At the same time there is a fear that, since Italy has a surplus of 
manpower, while other European nations complain of a shortage, the 
Italian workers will be lured to other countries to the detriment of the 
Italian economy. This is the reason for the Italian urgency for getting 
a greater share of the industrial growth of Europe. 


SPAIN 


Barcelona (March 28-29, 1957) 


In Spain we had the good fortune to visit the National Cotton 
Center (Centro Algononero Nacional). There we had not only the 
working of the government monopoly explained to us, but had the 
aims, objectives, and goals set out for the future. 

The Spanish Government, through the National Cotton Center, 
maintains complete control over the purchase of cotton within the 
country. 

Purchases from the United States are in bulk, with the center 
notifying the representatives of American firms of the qualities of 
cotton desired, the quantity of each quality and the date and hour on 
which bids will be received. 

Bids are opened by a committee and arranged strictly according to 
price. The awards are made solely on price with no reference made to 
the quality of the shipper’s previous shipments. 

The cotton is purchased on the basis of the form A class of the 
Department of Agriculture. This, it is argued, provides a better 
uniformity in the cotton received than did the previous practice of 
buying on the shipper’s class and then arbitrating. 

The records indicate that most of the cotton equals the quality 
bought, but that only about 79 percent is equal to the staple desired 
when the cotton is reclassed in Spain. An additional 15 percent is 
considered acceptable, even though not meeting the Spanish class, 
while the remainder is termed unsatisfactory. 

On the whole the shipments are considered highly satisfactory, even 
though there is a running exchange of letters between those in charge 
of classing in the Department of Agriculture and the officials of the 
center. 
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The cotton is offered to the spinners on the basis of the reclassifi- 
cation by the Spanish. Frequently a whole lot will be reduced a 
staple in description because a small percentage is shorter than the 
buying specifications indicate. This, in spite of the fact that the 
cotton may be 70 percent or more of the specified staple. 

The selling price to the spinner, however, is not on the basis of the 
purchase price, but includes a markup which may be as great as 70 
percent of the cost of the shorter staple cottons. The markup is 
consistent and is not varied with the quality of cotton. Because of 
this markup many Spanish mills find it to their advantage to use the 
longer staples for greater efficiency in operation. 

The money received from this difference between the buying price 
and the artificial selling price is placed in a Government fund and is 
used for many purposes. One is the payment to spinners to subsidize 
the exportation of cotton textiles. Another is to subsidize the pur- 
chase of wheat, which is then sold to the public at low prices. 

The true cost of the cotton is hard to determine. There are at least 
five rates of exchange used in the purchase of Spanish imports. The 
price, therefore, depends to a great degree upon the rate at which 
the buyer is allowed to settle his accounts. 

Since the use of cotton is controlled by the Government of Spain, 
the amount used has been held for several years at the level of 400,000 
bales, with the United States, through Public Law 480 and other 
means, enjoying a good share of the market in recent years. 

The artificially high price charged for imported cotton has been 
imposed, it was explained, to encourage the production of cotton in 
Spain. Cotton is grown in the south and the price is such that expan- 
sion is encouraged, even at the expense of needed grain and oil crops. 
While we were in Barcelona there was published a statement from a 
Government official to the effect that within a few years Spain will be 
independent of foreign cotton. This is part of the goal to make the 
country self-sufficient in the matter of the supply of raw material. 

The efforts on the part of the country to increase its production of 
extra long staple cotton has not met with success. Using seed from 
Egypt the country set a goal of 35,000 bales. Only 16,000 bales were 
produced the first year. In 1956, only 6,000 bales were grown. The 
crop was largely destroyed by adverse weather and insects which it is 
reported were imported with the seed. The Government is planning 
an intensive campaign of poisoning for 1957, with the farmers being 
supplied with the insecticides for application at ground level and with 
planes covering the areas with sprays to multiply the effect. Insect 
control, it is believed can be achieved to the degree that the growing 
“ cae will be possible, when the artifically high price is con- 
sidered. 

With the use of cotton limited, the increasing demand for textiles by 
the public has been met with the rapid production of staple fiber. 
Cotton is not allowed to participate in this new market. Instead, 
in order to make the so-called cotton textiles cover the public needs, 
increasing qualities of staple fiber are being blended with it. This 
blending has reached a point where it accounts for as much as 40 
percent of the fiber in the goods. 

The price of staple fiber is about that of medium staple cotton 
without the heavy price differential imposed by the Government. 
It is generally conceded that consumers would prefer all cotton 
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materials and that, even at present prices, if they were given the 
choice the use of the staple fiber would be reduced. Instead staple 
fiber production is being stepped up to meet the growing consumer 
need for textiles; imports are limited to the difference between the 
Spanish crop and the limited use of ‘cotton, and Spanish production is 
being increased as rapidly as possible to make imports unnecessary in 
the near future. 

Public Law 480, under which Spain purchases a large part of the 
cotton it obtains from the United States, was designed by the Congress 
to stimulate the increased use of cotton and other surplus agricultural 
products abroad. , 

The Economic Agreement between Spain and the United States 
signed in October of 1953 said: 

The Government of Spain will use its best endeavors to cooperate with the 
Government of the United States of America in insuring that any procurement 
financed with assistance of the United States of America to the Government 
of Spain will be effected at reasonable prices and on reasonable terms and that 
the distribution in Spain of such materials and services will be made in a ay 
that such goods and services will be effectively utilized for the purpose for whic 
they were intended. 

In Spain this help has been used to displace the use of imported 
cotton with synthetics; to finance the eultivation of cotton in Spain, 
and to obtain to the Spanish Government exorbitant profits between 
the purchase and the sale price. 

Paragraph (e) of article II of the agreement between the Government 
of Spain and the the Government of the United States reads: 

To discourage cartels and monopolistic business practices and business arrange- 
ments which result in restricting production and increasing prices or which curtail 
international trade, to encourage competition and productivity and stimulate 


the growth of international trade by reducing barriers which may hamper such 
trade when the attainment of the agreed program may be affected. 


CONCLUSIONS 
THE QUESTION OF MONOPOLY 


The purpose of this search in European markets was to determine 
to what degree, if any, the competitive bid cotton export sales were 
concentrating the export business in the hands of the larger firms to 
the detriment of the smaller. 

During the efforts to have the program changed to a subsidy, rather 
than competitive bid sales, it was repeatedly charged that the com- 
petitive sales program was working to the advantage of the stronger 
firms and was stifling the firms and individuals with more limited 
resources and facilities. 

If this should be true, it was obvious that the fault was in the 
program and that changes should be made to restore the competitive 
position of the smaller shipper and merchant. 

It was charged that the present export sales program caused trading 
in the futures markets to dry up and that the smaller shipper, lacking 
adequate hedging facilities, was unable to market cotton in sufficient 
quantities to maintain his proportionate share of the export market. 

Under these conditions, it was charged, the larger firms, with greater 
credit facilities were able to increase their business disproportionately, 
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je reducing the market available to the smaller shipper and mer- 
chant. 

The issue was clouded because the allegation came as part of the 
effort to change the export program to a subsidy program rather than 
the present competitive-bid sales program. It was apparent that most 
shippers would like to return to the condition where cotton could be 
hedged against futures contracts. 

This concern over the future of the exchanges was found to be 
general in all countries visited. But the concern, except at Liverpool, 
was not great enough to warrant the desire to change the export-sales 
program to a subsidy plan at the present time. 

The spinners and merchants insisted that the exchanges were a 
necessary part of the marketing system when cotton is moving from 
production, but as long as cotton is moving from the Commodity 
Credit Corporation stocks they prefer the stability of price offered by 
the present program to the fluctuations which would come from a 
freer market based on the uncertainties of the futures markets. 

The charges that the smaller shipper was unable to get his propor- 
tionate share of the market were generally refuted by the spinners and 
merchants in Europe. 

It was pointed out that the increase of the export market from 
2,200,000 to 7 million bales, in a single year, meant more than a triplin 
of shipments. It also was pointed out that the larger shipper hed ha 
a larger proportion of the smaller market than of the larger, and that 
the larger market had meant greater opportunity for the smaller 
shipper. 

One point which was stressed was that in the 1955-56 marketing 
year only about 50 firms were offering cotton consistently. During 
the present 1956-57 season more than 200 firms are reported making 
offers, many of them shippers who have not been identified with the 
oes business in previous years. 

t was found that spinners in Europe are strongly conscious of the 
quality of shipments received and that all or most divide their business 
between the larger and the smaller firms. 

It was found in one instance that a spinner who traditionally uses 
50,000 bales of cotton a year had been concentrating sales with 6 
American shippers. Two were dropped because of unsatisfactory 
shipping, but one of the new, smaller shippers who replaced them 
proved so satisfactory that so far this year he has supplied 15,000 of 
the 50,000 bales purchased. 

The belief was expressed that some of the charges of favoritism for 
the larger shipper came from the fact that many of the smaller shippers 
were reluctant to move into the export market at the start of the 
sales program. The larger firms were able, therefore, to dominate in 
the early shipments. Since that time, however, it is reported that 
the participation by the smaller shippers has increased rapidly and 
that at the present time they are getting a proportionately larger 
part of the export market than they did a year ago. 

From the discussions in Europe there can be only one conclusion: 
the smaller shipper is not being discriminated against in the European 
markets and is enlarging his share of the market as he establishes 
contacts and makes his reputation for reliability 

On the other hand, there seems to have been some damage done to 
the smaller importer. In the free trading countries the merchant’s 
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role in the cotton trade has been diminishing because he is unable to 
carry stocks of cotton as he has in the past. 

This, it is said, is because he lacks hedging facilities. Since his 
cotton is competitive with exotics, a decline in exotic prices, against 
his fixed price purchases could be detrimental to him. Since it is 
impractical to stock cotton, he is reduced to the aa of acting as 
agent between the shipper on one side and the mill on the other. The 
increase of direct buying by spinners may be traced to this inability 
of merchants to carry stocks, which again reacts against the merchants. 

If there can be any charges of injury because of the competitive 
cotton export sales program, it appears that the smaller European 
ate rather than the small American shipper is the one being 

urt. 
FUTURES MARKETS 


Concern of the future of the exchanges within the United States, at 
Liverpool and Bremen was expressed at most points visited. 

Yet, with this concern there was the stipulation that the current 
export sales program continue unchanged for at least the 1957-58 
season. 

These markets must be preserved to serve their traditional role in 
the marketing of cotton, it was stated. At the same time it was more 
strongly urged that, if the choice had to be made between the ex- 
changes and the present export sales program, the preference was for 
the retention of the program. This paradox was presented so fre- 
quently that it became a standard expression. Stability of program 
policy and price, it was emphasized, was much more important than 
the ability to hedge. 

Hedging under present conditions is impracticable, it was reported, 
and merchants and spinners who have attempted to hedge their stocks 
have suffered severe losses. 

Some of the reluctance to change the program from competitive 
sales to a subsidy appears to stem from the fact that most mills have 
contracted for cotton for several months ahead. Should the program 
be changed, it is feared that the rush to hedge would depress the 
Pe to such a degree that they would suffer severe losses on their 
stocks. 

There is the fear, too, that this depression of prices would cause 
the purchasers of textiles to withdraw from the market until the price 
level could be adjusted. 

There must be a return, eventually, to a system of selling which 
will permit the hedging of cotton. 

At Liverpool it was said that the exchange cannot long survive 
under present conditions, an expression which has been made by the 
New York and New Orleans exchanges. 

Elsewhere in Europe, while the desire for an exchange in which to 
hedge was commonly expressed, there was not too much concern about 
their future at the moment. 

It was found that there is a belief that when the need for exchanges 
returns a single exchange can be established on the Continent under 
the Association of Nations program which will permit each foreign 
merchant and mill to hedge cotton with his own currency. This, it is 
felt, would be better than attempting to hedge cotton held on the 
Continent in either New York, New Orleans, or Liverpool. 
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EXTRA LONG STAPLE COTTONS 


There was universal praise in Europe for the extra long staple 
Supima cotton grown in the Far West. 

Spinners reported that they found it superior in many ways to other 
growths, particularly in spinning quality and the quality of the 
resulting cloth or thread. 

Extra long staple cotton appears to be growing in popularity. The 
use of cotton in high fashion styling increases the need for sheer 
cottons, which are produced best from the extra long staples. 

The rising demand for the American cotton came both from the 
superior quality and the curtailment of offshore supplies, particularly 
Egypt, because of the Suez crisis. European spinners had discovered 
that in many ways the American fibers were superior to other growths 
before the crisis developed. The demand had begun to rise before the 
crisis and before the time that Egypt was trading cotton behind the 
Iron Curtain for weapons and other materiel. 

The reports from Europe indicate that, with the withdrawal of 
British technicians from Egypt some years ago, the close control over 
seed and the careful blending of the cottons were slackened somewhat. 

The result has been that the quality of the cotton has deteriorated 
to a degree that is noticeable in the spinning, and the regularity that 
was a major factor in the cotton has been lost. 

Nations that are able to do so are making an effort to develop their 
own supplies of extra long stable. Spain’s"program has met with little 
success because of the severe insect damage. A goal of 35,000 bales 
was only one-sixth filled last year. 

The French have been promoting the growth of extra long staple 
cotton in Morocco with some success. Other African sources are 
supplying cotton and in some instances are reported to be getting 
staples that are equal to or better than the American cottons. 

The reputation for the American extra long staple is hurt, and the 
desire to use it in competition with other cottons is somewhat stifled 
by the type of packaging used in shipments. There was universal 
condemnation of the practice of packaging and protecting the more 
valuable extra long staple cotton in the same manner that the upland 
cotton is handled. Especially since the upland cotton package is 
under fire for being inadequate. 

Many European spinners urged, too, that greater use be made of 
the roller-type gins for the extra long staple cotton as a means of 
improving and maintaining the quality. 

The overriding factor, however, in the discussions of this type of 
cotton was the fear that there would not be a constant supply, that 
spinners who relied on the American extra long staples would fin 
themselves without cotton at times and that, as a result, spinning 
schedules would be interrupted and new sources of supply required. 

Next to the constancy of supply was the question of price stability , 
a factor that also involved upland cottons. 

It appears, from the discussions, that, given reasonable price 
stability, assurance of supply, and continued improvement in the 
handling and packaging, the American extra long staples can meet 
foreign competition on the basis of quality, assuming that the stabi- 
lized prices are reasonably competitive with those of other growths. 
The trend of spinning appears to be in the direction of greater use 
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of these cottons and, at the moment, the American cottons are the 
best major supply. 
PACKAGING 


The story of the discontent of the buying nations because of the 
packaging of American upland cotton is an old one. The dissatis- 
faction is just as real today as it ever has been. 

The common complaints are that the bagging is irregular and 
usually inadequate. Too many samples have been drawn, with the 
result that much of the cotton is unprotected. The resulting losses 
through contamination by dirt and foreign materials are considered 
wasteful and unnecessary. 

Nowhere, it was charged, is a product so valuable so carelessly 
protected and handled. 

It might be well for the compresses and warehouses, especially at 
the ports, to reexamine their procedures of packaging and marking 
cottons. 

Failure to correct the evils that exist can only result in steps being 
taken to correct them in other ways. 

The trickle of cotton that has been given high-density compression 
at the gin, with the samples taken during the ginning process, is 
attracting favorable attention. The mills that have seen the cotton 
praise the packaging highly. 

The National Cotton Council has had a program to develop a more 
suitable package for cotton for many years with varying success and 
with no conclusive results. This program should be accelerated. In 
the meantime there is need of better use of the packaging at hand, 
better treatment of the cotton at the compresses and the ports, and an 
effort to maintain in the cotton the high qualities that it possessed 
when it was first neatly and compactly wrapped at the gin. 


FIBER DAMAGE 


The same complaints against fiber damage are heard in all parts of 
Europe as are heard in the United States. 

The complaints are as general as they are varied. 

Excessive drying is blamed for a loss of strength in the fiber and a 
brittleness that causes easy breaking, producing neps and slowing the 
spinning process. 

The use of linter cleaners behind the gin has two effects, it is charged: 
First, they break the brittle fibers which have been excessively dried 
and cause the cotton to be irregular and wasty; second, they break 
up the trash into such fine particles and imbed these particles in the 
fiber so deeply that cleaning is difficult and, at times, impossible. 

Without attempting to discuss the merits of drying or cleaning, it 
seems clear that ginners must, even when pressed by the flow of cotton 
from the picking machines, give greater attention to preserving the 
qualities of the fiber which are brought to the gin. 


THE COMPETITIVE BID EXPORT SALES PROGRAM 


The competitive bid export sales program has revived the cotton 
textile industry in Europe, has met the competition of staple fiber 
and increased the production and consumption of cotton. It has 
already sold 7 million bales of American cotton in less than 1 year. 
It has restored confidence to an unprecedented degree. 
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Before the program European mills had orders on their books for 
only a few months ahead. Never before the program had these 
bookings been in excess of 6 months, and that only in the period 
immediately after the Korean crisis when there was a world wide 
demand for cotton. 

At the present time most mills have booked orders which will mean 
full production for an average of about 9 months. Some have smaller 
volumes of orders, while others are now accepting orders for shipment 
into the spring months of 1958. 

The key to this situation is confidence in price and confidence in the 
policy of the United States. 

The stability in price and the stability in policy are the most 
important factors in the program. Any indication that there will be 
price changes, or that the policy will be changed is certain to have 
strong, unfavorable repercussions in Europe. 

European spinners remember too vividly the uncertainty that pre- 
vailed during the time that an export sales program on a competitive 
basis was being discussed in the United States. 

Users of textiles bought on a hand-to-mouth basis, ordering only 
immediately needed supplies from the mills. The mills bought cotton 
on the same basis, permitting their stocks of higher priced cottons to 
dwindle in anticipation of the lower prices which they felt were 
coming, but of which they were uncertain. 

The result was a considerable loss of production and a turning away 
from American cotton until the price question and the policy of the 
sale had been determined. 

Spinners in Europe want to avoid a repetition of such a develop- 
ment, if possible, even to the point of renouncing their right to use the 
futures markets as a hedge. 

There was an added effect because of the period of uncertainty. As 
it became evident that the policy of the United States was tending 
toward competitive sales in world markets to recover a fair share of 
the market, the producers of cottons in other countries, anticipating 
the lowering of the American price umbrella, began to compete with 
one another for the remaining markets. This resulted in the lowering 
of prices to the point that when the American price of Middling '%c- 
inch at average location was set at 25 cents it was 150 to 200 points 
above the world price level at that time. This higher price was 
immediately recognized by these producers as a new and lowered 
umbrella under which they could operate. But, since their stocks 
had been virtually eliminated, it meant that the forward demand 
would have to be satisfied largely by cotton from the United States. 

Part of the export demand for American cotton during the current 
marketing year must be attributed to the replenishing of stocks, the 
filling of the pipelines and the addition to stocks in the assurance that 
there would continue to be stability in price and policy. 

There was considerable fear, before the announcement of the price 
at which cotton was sold on March 19, that there might be some new 
pricing policy which would disturb the textile markets of the con- 
tinent. The accepted price did not completely allay this fear. Spin- 
ners wanted a continuation of price stability. On the whole, they 
would have preferred to have had the price revert to the 25-cent 
base. Most had suggested that the ‘customary trade practice’”’ of 
reducing the carrying charges by 45 points in August, September, and 
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October be observed. ‘This is the practice which increases the carry- 
ing charges 15 points a month for each month after October until July. 

The price of 25.85 cents, established at the March 19 sale, could be 
in line with the policy. It is 15 points lower than the price would 
have been had the “trade practice” reduction of 45 points been 
made from the projected 26.45-cent price expected in July. 

There is some assumption, because of the initial reduction to 25.85 
cents, that the August delivery price will move no higher than the 26 
cents which will be the price in April, and that the sales made in 
September and October will be at the lower levels. 

Spinners in Europe stress that they can explain the present high 
level of cotton texile production in no other way than attributing it 
to the stabilizing effect of the export trade policy of the United States. 

Virtually every country reported substantial increases in production, 
and all remarked at the tremendous rise in the percentage of United 
States cotton that is being used. These increases ranged as high as 
1,100 percent from 1955-56 to 1956-57. 

There has been a noticeable increase in consumption. Some of this 
is attributed to better economic conditions, some to the natural in- 
crease in the population and some to the slightly lower cotton textile 
prices. This last, however, was considered mostly a minor factor, 
since any increased margin between the mill and the consumer seems 
to have been absorbed either by the mills, the processors of cotton, or 
by the merchants themselves. 

A recent study of the future of cotton textiles covering the con- 
tinent, the results of which have not been formally announced, indi- 
cates that the whole of Europe will increase its cotton textile offtake 
by 12 percent within the next few years, or by 1962. 

At present price levels cotton is competitive with staple fiber in 
most end-use purposes, although not all. Assuming that the staple 
fiber prices are as low as possible at the moment, an assumption which 
cannot be backed by facts, then a price level of 23 cents for Middling 
1%, inch at the American level would be required to further reduce the 
use of staple fiber. 

The present price level, it was reported, eliminates the profit in- 
centive for blending staple fiber with cotton, discourages mills which 
have not indulged in this practice from initiating it, and is causing 
some who previously blended to abandon the practice. 

The result is that cotton is beginning to meet the staple fiber on a 
competitive basis in the markets, where the results are determined 
by consumer preference. Cotton appears to be winning this compe- 
tition, since reports from country after country show that while textile 
usage is increasing, the amount of fiber staple consumed has remained 
virtually constant. Spain, where the use of staple fiber is compulsory, 
is the exception. With the amount of cotton consumed there limited 
by decree, any increase in textile consumption goes to the staple fiber, 
either as a cotton blend or in pure form. 

The competition given by cotton is being felt adversely by the 
inefficient producers of staple fiber. In one country, the fiber manu- 
facturers who are not now able to show a profit are petitioning the 
Government for a subsidy in order that they can stay in operation. 

European spinners in most instances are enthusiastic with the ad- 
vances that cotton has made. They are planning stepped up promo- 
tional programs, using the facilities provided by the Department of 
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Agriculture under Public Law 480 with the assistance of the Cotton 
Council International and the National Cotton Council of America 
to swing public opinion to the advantages of cotton and cotton 
textiles. 

There is a dark cloud over the European cotton picture, however, 
that cannot be erased by wishful thinking. Most of these countries 
are dependent on cotton textile exports to carry a large share of their 
production. Many countries which formerly depended upon the 
European mills now are producing cotton and have begun the develop- 
ment of their own textile mills to fill their requirements at home. 
Other markets have been lost because of shifting political and economi- 
trends. 

Europe seems reconciled to this condition and hopes to stimulate 
domestic textile consumption so that, as the foreign markets dwindle 
the rising economic standards, the growth in populations, and the 
increasing preference of cotton over other fibers will more than make 
up for the lost export markets. The recent study of future trends 
in cotton textiles, mentioned earlier, took this declining export market 
into consideration and the increase was indicated in spite of the dis- 
appearing export markets. 

here appears to be a preference for American cotton over other 
cottons if prices are fairly competitive and if the assurance can be 
given that the American supply will be constant and adquate. This 
preference is enough, it appears, to indicate that other growths must 
be 25 to 100 points under American prices if the free trading countries 
are to be moved in their choice by price reasons. 

There are some exceptions. Some mills would prefer to have even- 
running lots from Matamoros rather than attempt to spin the variable 
cottons than they have received under the export sales program, where 
cottons from many areas and many growing conditions have been 
shipped. At the same time they say that they would prefer American 
cotton if the cotton were coming from current production and could 
be shipped from single locations. Some mills already have specified 
that the cotton they want must come from current production, with 
only minor success. They have, in some instances, received the Com- 
modity Credit Corporation stocks just the same. 

Generally, however, the mills have received the cottons which they 
have specified, although arbitrations because of spots and color have 
been heavy in some instances. In the early days of the program, 
when efforts were made to meet shipping dates, the mills complain 
that they received a conglomeration of cotton, as though it had been 
shipped on the original class and not resampled and worked into even- 
running lots. This situation has improved. It should not be allowed 
to develop again after August 16, when the cotton under the 1957-58 
sales program is available for delivery to the shipper. 

Mills point out that with their stepped-up activities, and the close 
competition between nations for the textile export markets, it is 
essential that they get the cotton which they buy. The trend is 
toward better and better cotton quality and staples, and one of the 
most frequent admonitions given in Europe was to urge an increase in 
the average staple length of American cotton, and an effort to improve 
the quality of the grades. 

There appears to be justifiable objections to the quality of American 
cotton in some instances. Overheating the fiber in drying for the 
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ginning process produces the same complaint in Europe that is voiced 
by the domestic mills. That is, the fiber is made brittle and the 
resulting waste, caused by broken fibres, is increased, while the spin- 
ning qualities are impaired. 

Another complaint centers about the packaging of the American 
cotton. 

The matter of stability of price and stability of program dominates 
all other considerations in the minds of the European spinners. They 
willingly would sacrifice their opportunity to use the futures markets 
as a hedge, if they had assurance of some consistency of price, without 
abrupt and upsetting changes either up or down. 

The next most important point is the continued availability of 
cotton at prices which are competitive with foreign growths and with 
the staple fibers. This stability of price is one of the major points 
of competition that the staple fibers have over cotton, at any price 
level when the cotton prices are unstable, subject to wide swings and 
unpredictable reactions in one direction or another. 

Processing, packaging, and marketing are elements of quality which 
along with price, program stability, and adequate supplies will make 
American cotton competitive and expand its market. 

European mills are fearful that the United States, under the present 
regulations governing production, will suddenly find itself without 
reserve cotton stocks; that exports will come out of production and 
that there will not be sufficient production to meet both the foreign 
and the domestic demand. 

They are fearful that a situation similar to that of 1950 will develop, 
either through an emergency, crop failure or other cause, with the 
result that prices of foreign cottons will rocket as they did in 1950, 
thus destroying cotton’s competitive position, encouraging expansion 
of exotic cottons, and enabling the staple fibers to regain the markets 
that cotton has withheld during the life of the present program. 

They are firm in their conviction that since the United States sets 
the world price of cotton, if there is such a thing, then the United 
States owes to the world cotton industry the responsibility of meeting 
the world’s needs. 

Other cotton-producing countries are going to sell their production 
in the world markets, in spite of any competition that the United 
States may offer. It would be foolish for the United States to start 
a downward price spiral in the hope of meeting this competition. 
Annual adjustments, if American cotton has not moved satisfactorily 
in the previous year, appear justified, but the following of any crop 
into lower levels once a program has been announced would have the 
effect of nullifying all of the benefits that have been acquired. 

The hope of continued and expanding export markets depends upon 
a number of factors, all of which are more or less intangible. Chief 
among them is the maintenance of the burgeoning European economy. 

This increasing spending power, this increasing population leads to 
the conclusion by the cotton leaders who surveyed the European 
situation that American exports can be expanded to 7 million bales 
by 1962, even though the nations of Europe are slowly being forced out 
of the export market by increased textile production in such countries 
as Turkey, Syria, Greece, Pakistan, and others. It takes into con- 
sideration the Spanish objective of self-sufficiency in cotton within 
the next 2 or 3 years. 
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The spinners of Europe hope that the American cotton production 
will be stepped up in time that there will be no shortage of supply. 
They express the desire that eventually the American market and the 
export market will be at the same price level. At the same time they 
admit that at present, or in the immediate future this is impossible. 

When the competitive bid sales program comes to an end, as it 
must when the Commodity Credit Corporation stocks are exhausted, 
they prefer a fixed export subsidy program, on a gradually diminish- 
ing basis, which will eventually be eliminated as the domestic price 
approaches the world level—if ever. 

hey find the idea of a flexible subsidy, one that is adjusted to the 
market level within the United States to produce a level export price, 
as particularly obnoxious. Such a subsidy, they say, would have 
the effect of causing them to bid for the subsidy, rather than for the 
cotton. They would rather, they say, have the fixed subsidy and 
take their chances with hedges in the futures markets, than have the 
flexible subsidy. 

At the same time they want reasonable stability in the futures 
markets, a stability which they believe can be attained by the main- 
tenance of adequate reserve supplies within the United States. They 
say they have nothing to fear about price fluctuations in the futures 
markets, if the CCC has cotton available at 105 percent of the current 
loan price plus reasonable carrying charges, and the subsidy on exports 
is fixed to competitive levels abroad. 

The consumption of United States cotton in the immediate future 
is based on so many intangibles that it is most difficult to predict. 
Yet it seems, assuming that conditions are unchanged for the next 

ear, that exports for the 1957-58 season will be in excess of 5 million 

ales. Educated guesses, given by the leaders in the European cotton 
industry, range from the 4,500,000 bales indicated by the Department 
of Agriculture in fixing the 1957 minimum price support level, to 
6 million bales. Only one estimate exceeded this figure. 

Factors involved include the size of the cotton crops of other nations, 
the percentage of their own supply that they consume, the maintenance 
of the present high economy sie in most countries, or the improve- 
ment of those levels in the immediate future. 

The outlook varies between the economies of the individual coun- 
tries, ranging from the completely controlled cotton economy of Spain 
to the free-trading economies found in Switzerland, Germany, the 
Netherlands and Belgium, through the various stages of controls 
found in England, Austria, Italy, and France. 

It must be obvious that the free-trading countries are at liberty to 
buy cotton where and as they please, making the most of price, 
quality, marketing facilities, and credits. While they generally ex- 
press a preference for American cotton, there is no way of evaluating 
the amount of buying that would be diverted to other growths, 
assuming that the price of the other growths is sufficiently attractive. 

On the other hand the restricted trading countries must buy cotton 
where they have the currency to pay for it. Some are obligated to 
buy exotics because of bilateral trade agreements. Some are forced 
to buy them because they can barter for goods or services. Some are 
compelled to make their purchases in areas where they have trade 
balances. In such countries the spinner has no choice except to spin 
the cotton that is available to him. A desire for American cotton is 
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of no use if there are limited or no dollars available to make the pur- 
chases, and several countries are in this position. 

France probably is the country suffering most from lack of dollars. 
There was a time before the episodes in the Far East and the Middle 
East when France was showing a rapid rise in dollar balances and 
appeared on the way out of financial uncertainty. Since the Suez 
crisis, however, the country’s dollar position has been deteriorating 
to the point that there is great uncertainty as to the amount of cotton 
that can be bought in the next year. A mutual-security allocation 
of $33 million provides for cotton to be shipped by June 15, but after 
that dollars will bea problem. There is some thought that it may be 
necessary to seek funds under Public Law 480. 

The lack of dollars already has resulted in some purchases from Syria 
and Brazil, when, if the spinners had been given the choice they would 
have bought United States growth. 

Dollars are also a problem in Italy. Italy, however, is rapidly 
building up dollar balances and has placed about 65 percent of its 
imports on the free list. It is noticeable, however, that none of the 
agricultural products which are in surplus supply in the United States 
has been admitted to free trading. The Italian spinning industry 
has petitioned to have cotton placed on the list in order that they 
can buy without seeking fund allocations. They argue that cotton 
is a raw material which provides work for thousands of Italians and 
that removal of dollar restrictions will help the national economy. 
So far they have not succeeded, but it appears that the dollar par- 
ticipation in the United States cotton market next year will be greater, 
with whatever is spent supplemented by Public Law 480 funds. 

There is no question that there will be more aggressive compe- 
tition from foreign cotton in the European markets this year, especially 
in those countries which have freedom to purchase where they will. 

An Egyptian trade delegation toured Europe in March seeking to 
win orders for cotton. They want trade with the West as well as 
with the Lron Curtain countries, they reported. To obtain that 
trade they offered price concessions of 20 percent, which, because of 
the artificially high Egyptian prices, proved unattractive to most 
buyers. One sale of 10,000 bales of extra-long staple cottons was 
oe in Germany. 

efore the price acceptance was made on the export sale of March 
19, Mexican cotton from the Matamoros area was being offered in 
Europe at a price which reflected a level of 25 cents for Middling 
1%. at average location within the United States. This cotton was 
for fall delivery. 

The other side of the competitive picture is that of a free-world 
consumption of cotton that is exceeding production at the moment 
and which is expanding rapidly as economic conditions improve and 
the standard of living advances. 

Behind this is the fact that as the textile market expands cotton is 
winning a major portion from the staple fiber competition in those 
areas where the consumer has the right to make his own selection. 

Consumer preference for cotton is being built up through intensive 

romotional campaigns, which have produced fine results in their 
initial stages, but which promise much more when they have been 
fully launched and developed. 

If present economic conditions do not change materially, it appears 
that there is a market for a minimum of 5 million bales of American 
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cotton in world markets in the 1957-58 season, and a possibility of the 
sale of considerably more. 

In the long range, the outlook is far more optimistic. The studies 
which indicate a gain of 12 percent in the European cotton offtake in 
the next 5 years are only part of the optimism that prevails, an opti- 
mism that is based on research planning and which is being backed 
by investments in new machinery in the European textile mills. 

This long-range estimate is based, too, on the assumption that the 
rices of United States cotton will be maintained at a competitive 
evel—that is at about the present level—and that there is given 
assurance to the world that there will be stability in price and, above 
all, that there will be stability in policy. There also must be given 
complete assurance that the United States will maintain adequate 
supplies of cotton and that there will be no shortages such as developed 
in 1950. 

The United States hope of an expanding cotton market rests pri- 
marily on the continued expansion of the world economy, aggressive 
competition with staple fibers, and the conviction that the rapid ex- 

ansion of exotic fibers, if not halted, has been restrained - the 
owering of the American price umbrella. 


SALES PROMOTION PROGRAM 


One of the major enthusiasms found in Europe was that for a cotton 
sales promotion program. ‘Textile men were optimistic of campaigns 
being planned, or happy about the beginnings of efforts that had shown 
that such promotions help the increase in the use of cotton. 

Approximately a year and a half ago the National Cotton Council 
entered into a contract with the Department of Agriculture to explore 
possibilities and to develop and supervise resulting promotional activi- 
ties abroad in behalf of cotton. Funds for these activities were to 
come from the sale of agricultural surplus to foreign countries as pro- 
vided by Public Law 480. 

Last fall for legal reasons the National Cotton Council organized a 
separate corporation called Cotton Council International to assume 
the responsibilities of the contract with the Department of Agriculture. 

At present the council has signed agreements with seven European 
countries: Austria, Belgium, France, Germany, Italy, Spain and 
Switzerland. An agreement with Holland will be signed shortly. 
The eight countries will have a total budget for cotton development 
programs equivalent to $2,500,000 for the period of 1957-58. Under 
the terms of the joint agreements, each foreign organization pays half 
the expenses of its own program and the Department of Agriculture 
the other half. 

To operate these programs, the foreign organizations have engaged 
a total of 35 specialists to date. These people are being carefully in- 
structed in the procedures and techniques of the council. Further 
along these lines, a visit is being planned in May for a firsthand look 
at the council’s domestic program. Several of the European programs 
are patterned directly after the council’s. These include activities 
with the press, fashion campaigns, cotton weeks, educational bulletins, 
market research surveys, etc. Indications are that these will be part 
of the normal activities of each foreign organization in the near future. 

The council and its foreign cooperators are fully aware of the long- 
range nature of the cotton market development work. They are 
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building their programs with this in mind. However, they are faced 
with some immediate financial problems and anticipate others. For 
— because of limited funds the Belgian program has developed 
to only half its potential and the council has not yet found a means to 
participate financially with England. 

Due to Government regulations the existing council agreements run 
for a 2-year period. However, the foreign organizations understand 
that they will he renewed for an additional 2 years if funds are avail- 
able. The counci! anticipates that Public Law 480 funds wil] be made 
available for the full 4 years but there are certain countries, notably 
re rw where a Public Law 480 agreement has not been possible 
to date. 

There is a real opportunity to expand the consumption of cotton 
in Europe. The population of the 9 European countries, including 
England, with whom the council now deals is 251,517,000—half again 
as large as the United States in population. The total and per capita 
income is rising. Western Europe, including England, used 7 million 
bales of cotton in 1955-56. The council believes that it is not at all 
unrealistic to look forward to a substantial increase in this consump- 
tion if it is able to continue its programs. 


RECOMMENDATIONS 


While we believe that the competitive sale of cotton for export is 
creating no monopoly, and is not working to the advantage of the 
larger shipper against the welfare of the smaller; and while we are 
convinced that each is developing markets according to his ability, 
initiative and resourcefulness, we recommend that if further com- 

laints are received on an organized basis that they be investigated 
both as to fact and as to motive. 

Because stability of price and policy have been established as the 
major factors in the expansion of cotton textile production; and 
because staple fibers, which provide the greatest competition for 
cotton, have this stability, we recommend that the United States 
pricing policy, once announced, be maintained for at least the duration 
of the season for which it is announced, and that full details of pricing 
and other policy be made known in ample time for buyers of cotton to 
make their necessary adjustments and avoid losses because of uncer- 
tainties. 

Since the ability of the United States to compete in the foreign 
cotton markets depends primarily on the availability of supply; and 
because the Agricultural Act of 1938, as amended, results in violent 
fluctuation of prices and production, we recommend that efforts be 
made to begin the gradual increase of production immediately in order 
that erop failure, either within the United States or in some other major 
cotton producing country; international crises, or other events may 
not develop a world wamoge of cotton, such as occurred in 1950, 
which resulted in the tremendous expansion of foreign growths and the 
loss of a large portion of the cotton textile market to staple fiber. 

To further insure that the United States has cotton supplies on 
hand that are adequate to meet world needs, we recommend that 
Commodity Credit Corporation stocks be maintained in sufficient 
quantity to insure continuing supplies in times of production shortages 
and to guarantee to the foreign and domestic markets that desirable 
cottons can be had at all times. 
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Since the lowering of prices under the cotton export sales program 
has demonstrated that, once cotton is made competitive with staple 
fiber, consumer preference works in favor of cotton, we recommend 
that efforts be made to determine a means by which cotton eventually 
can be made competitive with staple fiber within the domestic market. 

Because the present export sales program is causing hardship in 
the futures exchanges of the world; and, since, once the Commodity 
Credit Corporation stocks are depleted, these markets will again be 
most essential in marketing cotton, we recommend that consideration 
be given to the future export plans, so that they can be developéd in 
time to save the markets from extinction. 

We recommend that if an export subsidy is considered that it be a 
fixed subsidy, rather than a flexible subsidy which would fluctuate 
with the action of the futures markets. 

Because the promotional programs for cotton in Europe, which are 
financed by the spinners in each country with the assistance of Public 
Law 480 money from the Department of Agriculture, have been so 
successful under the direction and guidance of the Cotton Council 
International and the National Cotton Council, we recommend that 
these programs be continued and intensified. 

Respectfully submitted. 

Sam A. THOMPSON, 
GeRALD L. DEARING, 
Special Consultants. 





CHRONOLOGY AND APPENDIX 


March 1, 1957: Left Washington, D. C., aboard Military Air 
Transport plane for Paris. Two-hour layover at Harmon Field, near 
Stephenson, Newfoundland. 

March 2: Met at Paris airport by Mr. Robert Bennett of the 
Embassy staff at 3 p. m. 

March 4: Visited American Embassy, where Miss Marcelle Lecomte 
arranged itinerary. Mr. Paul Minneman, agricultural attaché, also 
notified points ahead of our schedule and sent lists of those we desired 
to see to each point so that preparations could be made for our meetings 
and contacts. 

Mr. Minneman, on extremely short notice, arranged luncheon at 
the Universite Club, where we met with him and— 

Mr. L. Chausserie-Lapree, president of Chambre Arbitrage 8, rue 
Volney, Paris. 

Mr. Jean David, Syndicat de l'industrie Cotonniere Francaise, 3, 
Avenue Ruysdael, Paris. 

Mr. Raymond Steinbach, representative of the National Cotton 
Council of America, in Paris. 

March 5: Left Paris for England by plane. 

We were met at the airport at London by Mr. Larry F. Diehl, 
assistant agricultural attaché, and Mr. Michael T. Canfield, assistant 
commercial attaché, and taken to the Embassy to meet Mr. Eric 
Englund, agricultural attaché, who accompanied us to the train for 
Liverpool at 5:30 p. m. 

At Liverpool we were met by Mr. Frank Pipich, vice-consul, who, 
in spite of the lateness of the hour, gave several hours of his time to a 
discussion of our needs and purposes. 

March 6: Met with Mr. John F. Stone, United States consul at 
Liverpool, where we learned that Mr. Hugh Monteith, representative 
of the American Cotton Shippers Association, had volunteered his 
services in meeting Liverpool cotton men. It was through Mr. 
Monteith’s efforts that we were able to discuss the cotton export pro- 
gram in his office with several merchants and importers, were able to 
meet others at a luncheon which he arranged, and conclude with other 
personal discussions until the departure of our train for Manchester 
made it imperative that we leave. 

Seen either in the private meetings or at the luncheon were— 

Mr. Eric N. Peters, Daly & Peters, Liverpool. 

Mr. A. J. Byrne, D. F. Pennfather & Co., Liverpool. 

Mr. Stanley Bennett, Decker, Crump & Bennett, Liverpool. 

Mr. Dudley Windel, Liverpool. 

Mr. Stanley Hulme, James Platt & Co. (Cotton) Ltd., Liverpool. 
Mr. Hulme also is president of the Liverpool Cotton Exchange. 

Mr. A. J. K. Barnes, James Platt & Co. (Cotton) Ltd., Liverpool. 

Mr. John T. Porritt, Combined English Mills (Spinners), Ltd., 
Liverpool. 

Mr. Joe C. Taylor, J. C. Taylor & Co., Liverpool. 
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Mr. Joe Mearns, The Lancashire Cotton Corp., Ltd., Manchester. 

Mr. Tom Bolton, Nicoll & Collins, Liverpool. 

Mr. Hugh Monteith, Representative of the American Cotton 
Shippers Association on the Liverpool arbitration board, Liverpool. 

We arrived at Manchester shortly after 6 p. m. by train. In 
Manchester Mr. Rufus H. Lane, United States consul, had arranged 
for several leaders of the British textile industry to meet with us at 
dinner. Guests were— 

Sir Ralph Lacey, vice chairman, Fine Spinners & Doublers, Ltd., 
Manchester. 

Mr. C. Hennicker Heaton, director of the Federation of Master 
Cotton Spinners Associations, Manchester. 

Yolonel J. B. Whitehead, managing director, Lancashire Cotton 
Corp., Ltd., Manchester. 

Mr. Lane also was present at the%dinner. 

March 7: Leaving Manchester at 9:50 a. m. by plane arrived at 
The Hague at noon and were met by Miss Mathilda Micsky from the 
office of the agricultural attaché. At the Embassy we met Mr. 
Robert H. Reed, agricultural attaché. We conferred with Mr. Keld 
Christensen, commercial attaché. The afternoon was spent arrang- 
ing a luncheon meeting at Enschede for the next day and discussing 
the cotton situation in the Netherlands with Mr. Reed. 

March 8: Accompanied by Mr. Reed we made the trip to Enschede 
by car, a drive of better than 200 kilometers. At the Memphis 
Hotel we were met by a group of Dutch spinners and merchants. 
Before, during and after lunch the cotton oudlcaid were discussed for 
about 5 hours. Present at the meeting were— 

Mr. Anthony Warnaars, Enschede. 

Mr. H. Von der Horst, Spinnerij Roombeck, Enschede. 

Mr. D. Van Seventer, Haaksberger Stratt, Enschede. 

not De Monchy, Koninklijke Nederlandsche Katoenspinnerij, 
Hengelo. 

Mr. Albert Blydenstein, Kotoenspinnerij Bashoeve, Enschede. 

Mr. F. Nordbeck, Enschede. 

Mr. E. P. Pynn, Enschede. 

Mr. Ten Cate, N. V. H. ten Cate Hzn & Co., Almelo. 

Mr. H. Hagens, Firma J. L. Hagens, Enschede. 

Mr. H. Kempen, Textielmaatschappij L. Van Heek & Zonen. 

Mr. Bram Stroink, Enschede. 

Mr. Schaper, Firma Scholten, Enschede. 

March 9: We left The Hague by hired car early Saturday morning, 
accompanied by chauffeur and interpreter. At Rotterdam, only a 
few minutes drive from The Hague, we met with officials of the Rotter- 
dam Cotton Association. Present were— 

Mr. H. A. J. J. Schaer, president of the association and managing 
director of Van Rees, Burksen & Bosman’s Handelmij, N. V., Rotter- 
dam. 

Mr. C. Bos, vice president of the association and manager of 
Messrs. Ledeboer & van der Held N. V., Rotterdam. 

Mr. C. J. van Velzen, member of the association board of directors 
and head of Van Velzen’s Cotton Co., Rotterdam. 

Mr. J. W. C. de Vletter, member of the executive committee of the 
association and managing director of Messrs. M. & R. de Monchy 
N. V., Rotterdam. 
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Mr. C. C. van Baggum and Mr. J. F. Jongeneel, secretaries. 

The afternoon was spent in driving to Brussels. 

March 10: We were visited Sunday morning by Dr. John I. Kross, 
agricultural attaché for Belgium, and spent several hours discussing 
the purpose of our visit. Dr. Kross reported that he had arranged a 
meeting at Ghent for Monday. 

March 11: Dr. Kross drove us to Ghent in his car, where he had 
arranged a meeting through Mr. A. Liensert, director of the Ghent 
Cotton Market. Others present were— 

Mr. August Taevernier, president of the market association, and 
head of Comptoir Cotonnier, Ghent. 

Mr. Gaston Braun, Messrs. Union Cotonniere, Ghent. 

Mr. Harry Brasseur, Cotonniere Nouvelle Orleans, Ghent. 

Pe Charles de Selliers de Moranville, Messrs. S. A. A. J. Dierman, 
shent. 

Mr. J. Walton, member of the market board, Ghent. 

Mr. F. Daeniker, representing Messrs. Francois-Gecom Ltd., Ghent. 

Mr. Rene Henen, director, |’Association Belge des Filateurs de 
Coton, Ghent. 

Mr. A. Lannoy, secretary, Association Nationale des Tisseurs de 
Coton. 

The more formal discussion in the market board room was followed 
by a luncheon with continuing talks in the afternoon. 

March 12: We moved by car from Brussels to the Roubaix-Tour- 
coing area where we talked with representatives of— 

Mr. Gerald Motte, Motte Freres, Tourcoing, and 

Mr. Paul Mullies Sr., Mullies Freres S. A. R. L., Roubaix. 

Moving on to Lille we met with Mr. Richard Brabant, who agreed 
at a night conference to bring the cotton men of the area together on 
Wednesday to discuss the purpose of our trip. 

March 13: Conferred at luncheon at Hotel Royal with a number 
of spinner representatives. Present were— 

Mr. Marcel Le Blan, Le Blan & Cie, Lille. 

Mr. Antoine Le Blan, Le Blan & Cie, Lille. 

Mr. Jacques Thiriez, J. Thiriez, P. & F., Lille. 

Mr. Francois Motte, L. & F. Motte Fr., Tourcoing. 

Mr. Pierre Dewavrin, B. & P. Dewavrin, Tourcoing. 

Mr. Richard Brabant, Du Pasquier, Lille. 

Returned to Paris by train, leaving Lille at 4:207p. 

March 14: Checked with agricultural attaché at. ‘Paris, made 
arrangements for travel through Germany and Switzerland, and began 
preparation of report by writing summaries of countries visited and 
meetings held. 

Miss Lecomte supplied office space and a secretary, who transcribed 
letters to persons with whom we had talked. 

March 15: Spent morning working on report. Accompanied by 
Mr. Minneman, the agricultural attaché, we had luncheon with a 

up of spinners and merchants. Luncheon was arranged by Mr 
illiam J. Reckling, of Anderson, Clayton & Co. Others present 
were— 

Mr. Marcel Fremaux, Filature de St. Sever, Rouen, president of 
the Syndicate of French Spinning Industry, ex-president and director 
: the International Federation of Cotton Spinners and Allied In- 

ustries. 
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Mr. J. Kowachiche, director of the Comite Inter-Professionnel de 
Repartition, Paris. 

Mr. J. David, director, Syndicat de |’Industrie Cotonniere, Paris. 

Mr. Paul Thoumyre, Gerant, Messrs. de Menibus & Cie, Deville-les- 
Rouen, president of the Normandy Spinners Syndicate. 

Mr. Marcel Reinhart, director, Societe d’Importation & de Com- 
mission, Le Havre, and general agent for George H. McFadden & Bro. 

Mr. Edouard Senn, director, Compagnie Cotonniere, Paris, general 
agent for Hohenberg Bros. Co. 

Mr. Tupper Barrett, Paris, vice president, Guaranty Trust Com- 
pany of New York. 

Mr. S. M. St. Germain, Paris, director, Guaranty Trust Company 
of New York. 

Mr. Ernest Muller, Paris, Anderson Clayton & Co. 

Mr. Gaston Duvalet, Paris. 

Mr. Yahn Caillard, Paris. 

After spending the rest of the afternoon preparing reports, we met 
with representatives of the Le Havre market. The meeting had 
been requested by the Le Havre group. Since our lack of time had 
prevented a visit to Le Havre we welcomed the opportunity to discuss 
cotton with them at dinner. Present were— 

Mr. Jean Lacoin, vice president of the Le Havre Cotton Association, 
and representing Lecoq Freres at Le Havre. 

Mr. Jacques Reinhart, Paris. 

March 16: After working on reports until noon we were guests of 
Mr. Edouard Senn at luncheon and a tour of Paris. 

In the evening we were guests of Mr. and Mrs. Paul Minneman in 
their home. 

March 17: Spent greater part of day completing reports. Left on 
9 p. m. train for overnight trip to Bremen. 

March 18: Arrived at Bremen at 9 a. m. from Paris and were met 
by Mr. Michael Falzone, vice consul at the United States consulate 
at Bremen. 

Mr. Falzone had made arrangements for us to visit with the cotton 
merchants with whom we had contacts and with others who were 
interested in the export cotton trade. 

He had arranged a luncheon at the Essighaus and attended the 
meeting, accompanied by his cotton advisor, Herr Schneider. Others 
present were: 

Mr. George A. Fuerst, partner of Fuerst, Koch & Co., and former 
president of the Bremen Cotton Exchange. 

Mr. Fritz A. Grobein, partner of Albrecht, Mueller-Pearse & Co., 
and president of the Bremen Cotton Exchange. 

Mr. Hans-Herman Becker, representing Fuerst, Koch & Co. 

Dr. Dieter J. Schottelius, executive director of the Bremen Cotton 
Exchange. 

Mr. Hans H. Tobeck, independent cotton broker. 

Mr. Fritz Gruner, partner of C. A. Gruner & Co., and usually repre- 
senting West Germany on the Universal Standards Committee. 

Dr. Carlo Koch, partner of Fuerst, Koch & Co., chairman of the 
Futures Exchange Committee of the Bremen Cotton Exchange. 

Mr. Ihno Fimmen, partner of Clason, Burger & Co., vice president 
of the Bremen Cotton Exchange and German representative of Ander- 
son, Clayton & Co. 
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Mr. Diedrich Bellmer, partner of Molsen & Co. 

Mr. Herman Hellmers, partner of H. Bischoff & Co., and former 
president of the Bremen Cotton Exchange. 

Mr. Norbert C. Norton, representing the American Cotton Shippers 
Association on the matter of arbitrations in Bremen. 

We were able to leave Bremen by plane for Frankfort at 6 p. m. 
where we arrived shortly after 8 and were met by Mr. Leo J. Ryan of 
the consulate staff and taken to the Hotel Frankfurter-hof. 

March 19: Visited the United States consulate, where met with Mr. 
Robert C. Huffman, political and economic consul; discussed the pur- 
pose of our trip with Mr. John H. Burns, consul general, and learned 
that a small luncheon had been arranged at the Frankfurt Press Club 
for us to meet representatives of the spinning industry in West 
Germany. 

Mr. Huffman and Mr. Oscar C. Holder, executive officer for the 
consulate, attended the meeting. Others present were— 

Mr. Willi Koehler, chairman of Verband der Deutschen Baum- 
wollspinnerei, Frankfurt. 

Mr. Erich Coenen, director of Baumwollspinnerei Germania, Epe/ 
Westphalia, and deputy chairman of Verband der Deutschen Baum- 


wollspinnerei. 

Mr. Reiner Ott, member of Verband der Deutschen Baumwoll- 
spinnerei. 

Dr. Dieter Frank, member of Verband der Deutschen Baumwoll- 
spinnerei. 


The discussions continued until nearly 4 o’clock after which we re- 
turned to the consulate for a discussion of the talks. 

Because the spinner with whom we had hoped to talk at Offenburg 
had been stricken and taken to the hospital, we moved toward Switzer- 
land a day ahead of sehedule. Left Frankfurt-am-Main by express 
shortly before 6, arriving in Zurich a few minutes before midnight. 
Because of the lateness of the hour we had requested that no one from 
the consulate meet us. 

March 20: Visited the consulate at Zurich, where we found that Mr. 
Carlos J. Warner, consul general, had anticipated our needs and had 
arranged meetings during the time of our visit. 

Later in the morning we drove to Winterthur, some 30 minutes 
from Zurich by car, where we met with Mr. Peter Reinhart, of Volkart, 
and members of his staff. After nearly 2 hours of discussion in his 
offices, we went to Mr. Reinhart’s home, where we were his guests at 
luncheon, attended by staff members and by his son and daughter. 
The discussions continued until after 4, when we returned to the 
consulate. 

Present at the Winterthur discussion, in addition to Mr. Reinhart, 
were Mr. Hans Zimmerli and Mr. Hans Beerli. 

March 21: The luncheon with Swiss merchants and spinners, ar- 
ranged by Mr. Carlos J. Warner, consul general, and attended by him 
and Mr. Arthur S. Abbott, of the consulate staff, was held at Zunfthaus, 
a historic Zurich eating place. Present were— 

Mr. Herman Berninger, Vollweiler & Co., Zurich. 

Mr. Alfred Ruedi, J. Honold & Co., Zurich. 

Mr. Hans Zimmerli, Volkart, Winterthur. 

Mr. W. Weber, representing E. Sturzenegger, Zurich. 

Dr. Hans Buehler, Messrs. ed. Buehler & Co., Winterthur. 
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Mr. Lucas Weckerlin, Sigg & Co., Zurich. 

Mr. C. Gysi, Gysi & Heinz Co., Zurich, who also served as spokes- 
man for the Swiss Cotton Association. 

March 22: We moved by car to Austria, visiting Mr. Richard Gass- 
ner of Getzner-Mutter & Cie. of Budenz and conferring with him and 
his textile designer, Graf Schonborn. We were accompanied to 
Budenz by Mr. Herman Berninger, of Zurich. We returned to Zurich 
at night, after a trip of some 13 hours. 

March 23: Spent morning at consulate at Zurich preparing pre- 
liminary drafts of reports. 

March 24: Mr. Warner_met us at hotel and took us to luncheon at 
the medieval town of Regensburg, not far from Zurich. He later 
eee us to the airport where we departed at 2:50 p. m. for 
Milan. 

We were metjat Milan by Mr. W. Raymond Ogg, agricultural 
attaché at Rome, who came to Milan to assist in our discussions; 
Mr. Guido Buelli, assistant agricultural attaché who is based at 
Milan; and Mr. Louis Feffer, economic attaché at Milan. 

At the Continental Hotel, where reservations had been made for us, 
we spent a large part of the eveoing discussing our mission and 
planning details of the strenuous schedule that had been set up for 
us the next day. 

March 25: After conferring with Mr. W. O. Boswell, consul general 
at Milan, we began a series of personal meetings which lasted until 
6 p.m. The major meeting of the day was a luncheon at the Con- 
tinental Hotel, which was attended by a large group of cotton spinners 
and merchants, as well as Mr. Boswell and the agricultural attachés. 

That night we were the guests of Mr. Camillo Livi at dinner. 

At one time or another, eitber in private conferences, the luncheon 
or the dinner we had the opportunity to get the views of— 

Mr. Giorgio Casoni, general secretary, Italian Cotton Association. 

Mr. Alfredo Lodigiani, secretary of the Italian Cotton Association. 

Mr. Guido Crespi, president, Italian Cotton Institute. 

Mr. Carlo Castellano, Castellano & Figari. 

Mr. Antonio Del Balso, D. Cumani & Figli. 

Mr. Camillo Livi, Lamar Fleming & Co. 

Mr. Giovenale Anfossi, Mattioli & Ghedini. 

Mr. Giulio Tome, Ditta Giulio Tome & Son. 

Mr. Giorgio Valesi, Ditta Giorgio Valesi. 

Mr. Pier Emilio Zendali, ERCOS. 

Mr. Edoardo Poss, Cotonificio Poss. 

a Mr. Emilio Bettoni, Cotonificio Somaini, Lomazzo, Provincia di 
omo. 

Mr. Aldo Bassetti, Cotonificio di Conegliano. 

Mr. Lucio Pozzi, Cotonificio Olcese. 

Mr. Ludovico Resta, Cotonificio Olcese. 

Mr. Mario Tobler, Cotonificio di Solbiate. 

Mr. Carlo Schapira, Cotonificio Bustese. 

Mr. Hugh Angleton, president of the American Chamber of Com- 
merce in Milan. 

4 Mr. J. Edward Hughes, manager in Milan for E. T. Robertson & 
on. 

March 26: Leaving by plane from Milan at 10:50 a. m., we arrived 
at the Nice, France, airport an hour later, where we were met by 
Mr. Louis Thompson, United States consul, and Mrs. Thompson. 
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After luncheon with them at the airport, we were taken to the Ruhl 
Hotel, where Mr. Thompson had arranged to have typewriters and a 
stenographer available for a continuation of assembling our report. 
The afternoon was spent at work. In the evening we were the guests 
of Mr. and Mrs. Thompson at dinner. 

March 27: Continued writing report and dictating letters for most 
of day. Visited consulate. 

March 28: Left Nice shortly after noon for Barcelona by plane, 
being taken to airport by Mr. and Mrs. Thompson. 

Arrived at Barcelona shortly after 2 p. m., where we were met by 
Mr. Charles’ K. Ludewig, economic consul at Barcelona. 

Met with Mr. Jose Faus at the consulate. Mr. Faus is the repre- 
sentative of several American cotton firms in Barcelona. 

At 6 p. m., Mr. Pedro Marques, head of the National Cotton 
Center (Centro Algodonero Nacional) came to the consulate and 
invited us to visit the center and see how cotton is handled in Spain. 

At the center we were joined by Mr. Luis Macaya and Mr. Luis 
Perea in a discussion of the Spanish cotton operations. 

Mr. Ludewig met us at our hotel at 7:30 and took us to his home, 
from which, accompanied by Mr. and Mrs. Ludewig, we went to a 
reception at the home of Mr. and Mrs. Richard G. Smith. Mr. Smith 
is vice consul. Later we were dinner guests of Mr. and Mrs. Ernest 
M. Lancina. Mr. Lancina is vice consul. 

March 29: Met with Mr. Joaquin Cumelias at the consulate at 
10 a.m. Mr. Cumelias represents several American cotton shipping 
firms in Barcelona. 

We were guests of Mr. Milton K. Wells, consul general, at luncheon 
in his home. There we met and talked to Mr. Fernando Ramoneda, 
sales manager for La Seda de Barcelona, S. A., which is one of the 
staple fiber manufacturing plants in Spain. 

Mr. Ludewig took us to the plane at the Barcelona Airport, where 
we left at 4:10 p. m. for Paris. 

We arrived in Paris at 6:25 p. m. 

March 30: Checked at United States Embassy. Found that office 
had been reserved and that stenographers would be available on 
Monday. Spent morning and part of afternoon preparing report. 

March 31: Continued reviewing material obtained and drafting 
report at Embassy office. 

April 1: While one stenographer began typing final draft of report, 
another started work on letters to cotton men and others visited. 
Continued to work on report and recommendations. Because of time 
problem, spent evening at Embassy continuing work. 

April 2: Report nearing completion. 

April 3: Report completed. Left Paris at 6 p. m. (local time) 
aboard MATS plane. 

April 4: Arrived in Washington. 


EXHIBITS 
The potential of the European cotton market for United States 


cotton under the competitive pricing export program is illustrated by 
the comparisons in the following table: 
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Exports of United States cotton to Europe during January 1957, and accumulated 
total August through January crop year 1956-57 compared with crop year 1955-66 
by countries to which exported in running bales 
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Accumulated total August 
through January 


Country to which exported 





January 1957 





Crop year 





Crop year 





1956-57 1955-56 
Europe: 
RD, 20.280 Jo Onda sededhbe dacenk sacs he Bec d Abt det 4, 809 24, 023 5, 622 
Belgium and Luxembourg...-........... .....---------.- 38, 323 181, 177 2, 085 
eC aetna aueabac wise msc 1, 396 12, 410 | 0 
INS cL Li tb inst cechbdbbiemdiidd <scdGs 297 1, 947 560 
Ie a iE i aie Ee i and 2, 201 26, 937 14, 589 
France.. ‘ Swe sR cbh haces Ag 29, 372 223, 896 53, 182 
I oh ce ee A, sk 4. deen be Sidthn nn tess ee ed 1, 051 3, 321 0 
Germany (Ww estern) _- 103, 141 99, 596 28, 127 
eee tote ee. sks. Lis dbacsindvcdt dd omee 38, 577 308, 750 25, 094 
Netherlands................-.-- 37, 249 149, 546 | 1,001 
Norway. ...---- ued 2, 904 9, 455 0 
A eB, iat cas ce Pad a tse indaon dg dicie véhibaakerhd 15, 930 50, 449 | 0 
Spain.. < 21, 517 140, 019 | 78, 067 
Sweden___- ey Wp dtd. Ae 25, 334 60, 876 | 1, 961 
Switzerland... ---- sclciasctdi te llacn 14, 086 81, 595 | 7, 300 
Trieste__ Ci beee sede tose sak sdack bid 510 1, 798 100 
United Kingdom. acelin abst eh a ee ; 128, 602 518, 974 36, 333 
Yugoslavia............-.. ; ---| 246 2, 157 | 1, 321 
eT al wa st es _ 
Aven totes. .......--053- ° : | 465, 545 I , 296, 926 255, 342 
| | 


The first 6 months of the 1956-57 marketing year has delivered 


over 


or an increase of over 1,100 percent. 

The next 2 tables are an interesting study of the competitive 
position of United States cotton with selected exotics in 2 free- trading 
countries and of the expanding market when cotton is competitively 


priced with synthetics 





2,000,000 bales more than the entire 1955-56 marketing year, 


Belgium: Sales to spinners 
ial iceamapiieeias : —_—--- nial 7 —, , 
Origin 1955 1956 | 1955 | 1956 1955 
ee ee |——_——| | | 
Bales Bales |} Tons | Tons | Percent 
United States of America 7, 897 197, 635 1, 737 43,480 | 2, 503 
Mexico-. | 116, 281 92,302 | 25,582 | 20,306 | 79 
India and Pakistan | 80, 799 24, 100 14,544 | 4,338 30 
Egypt 10, 720 5, 586 3, 570 1, 860 42 
ers 
Total bales of cotton | 215,697 | 319, 623 
i edpeesererei-cerenietn 
| Tons Tons | 
Belgian Congo | 12,528 16,867 | 12,528 | 16,867 136 
Argentina - -- 23 789 | 23 789 3, 431 
Brazil. -| 2,345.5] 4,606 | 2,345.5 1,606 | 19.6 
Nicaragua. -} 1, 402. 5 | -4| 1, 402. 5 |_-. 
Paraguay | 2, 277 1,351 | 2, 277 | 1,351 | 60 
Pemiiis: il -| 8,356.5 9,184 | 5,356.5 | 9, 184 171 
Others | 13,727 2, 706. 5 13,727 | 2, 706. 5 | 20 
: a ee se gaa 
Total tons--.-- 36, 257 _ % 906 | | 
General totals. .__- mA 81, 690 | 106, 890 131 
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Switzerland: Raw cotton imported by Switzerland, 1949-56 










Egyptian (up to 1951, United States 
Sudan included) American 









Wagg.} Value | Per- |Wagg.} Value | Per- 
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Sy 
BS 
































cent cent 
1949... -| 649 | 31,673 | 22.0 | 1,447 | 49,855 | 49.1 12,093 | 9.7 328 | 10,522 | 11.1 
1950... . .| 1,246 , 206 | 30.0 | 1,069 | 39,611 | 25.7 26, 066 | 13.8 740 | 26,556 | 17.8 
1951... .--| 719 | 54,075 | 22.9 | 1,042 | 44,030 | 33.3 31, 788 | 15.1 346 | 18,480 | 11.0 
1952...... 1,019 | 47,971 | 29.3 | 1,630 | 70,978 | 46.8 19,372 | 9.7 301 | 12,070 8.6 
1953_..........| 1,439 | 61,229 | 40.5 611 | 23,347 | 17.2 22, 259 | 15.1 476 | 17,600 | 13.4 
1954... | 1,184 | 57,743 | 29.7 | 1,068 | 39,362 | 26.8 28, 836 | 16.2 525 | 19,710 | 13.2 
1955... .- : 996 | 43,328 | 28.6 589 | 22,672 | 16.9 26, 659 | 16.8 674 | 24,586 | 19.4 
1956_. | 987 | 45,068 | 23.2 | 1,128 | 37,949 | 26.5 37, 104 | 18.8 695 | 22,554 | 16.3 





Swiss total imports 1956 show an increase of over 22 percent in 
quantity and over 19 percent in value as against 1955. Total im- 
ports: 42.548 metric tons. Value: Sw fr 165.178,081. 

Average value for 1956 is Sw fr 3.88 per ko. (41.04 cents per pound). 

Chief suppliers: United States of America, Egypt, Peru and Mexico 
again furnished Swiss during the last year about 85 percent of total 
imports. 

The following changes of participation as against last year are 
noteworthy: United States of America: Increase 5,390 tons (91.5 
percent); Egypt: Decline 86 tons (0.86 percent); Peru: Increase 2,168 
tons (37.2 percent); Mexico: Increase 204 tons (3 percent). 


IMPACT OF THE UNITED STATES COTTON EXPORT SALES PROGRAM ON 
IMPORTS OF RAW COTTON INTO WEST GERMANY 


The import statistics for West Germany listed below clearly illus- 
trate the impact of the American cotton export sales program: 


COTTON YEAR, AUG, 1 TO JULY 31 


[Quantities in metric tons '] 






































! 
1954-55 | United 1955-56 | United 1956-57 | United 
All |____} States All States All States 
growths | in per- | growths in per- | growths in per- 
United | cent of United | cent of United | cent of 
States | total States | total States | total 
Month | 
Arenas. |< cis. | 15,965 | 5,249 32.9] 17,143] 1,479 8.6} 15,707 778 4.9 
September 3 | 20,200} 4,488} 22.1) 22,870} 2,242 9.9] 24,134] 7,493 31.1 
October... | 24,291 | 7, 489 30.8 | 20,948] 1,904 9.5 | 26,143 | 11,029 42.2 
November ...-.| 25,339 | 8, 461 33.4 | 23, 190 | 1, 768 7.6 | 26,456 | 13,375 50. 4 
December... .-.--.-.- 25,761 | 9, 238 35.9 | 28,007! 1,679 5.9 | 34,590 | 18, 530 53.6 
January - - ..---} 26,038 | 11,088 | 42.6 | 22,677; 697 3.1 | 37,270 | 22,761) = 61.1 
February. ...----| 23,270] 8,255} 36.5] 22,180 540 S. © loves aneddl-enneee Stl dct 
TE RE 25,773 | 11,328 44.0 | 22,853 625 =a. eee sae TE a 
April. _.. ...| 24,720 | 8,239 33.3 | 30,007 | 2,756 OF) 08k ‘ | 4 
May... -| 17,382 | 3,959} 22.8] 24153 | 2,458 TS bss. a<adhes — 
June. : =| 17,949 | 2,899} 162] 25,688 2, 550 | Meek. ah. 
Panes io sccncit i 4 cba 16,809 | 2,342; 13.9] 18,062 95} 5.0 }-....... | 
Total. i nnd 263, 587 | 83,035 31.5 | 277,868 | 19,7! | Bek [i wasd.nd | SE Shs obi nog cide 





1 To convert metric tons into bales of 478 pounds net: multiply by 4.61;-2-: to convert United States cotton 
from metric tons to running bales: multiply by 4.4. 
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The United States share of all raw cotton imports into West Ger- 
many for the year 1954-55 was similar to the 2 preceding cotton 
years (1953-54: 29.9 percent; 1952-53: 25.4 percent). Although it 
was usually slightly higher in price during this 3-year period, United 
States cotton was more or less competitive with the exotic growths. 

Talks of an impending United States export subsidy began to be 
heard in early 1955 and caused German importers to hold back on 
their purchasing. From about March 1955 United States cotton 
began to be more and more outpriced by other growths. This trend 
reached a point where Mexican cotton was 8 cents per pound lower, 
and by the end of 1955 Nicaraguan cotton was even 10 cents per 
pound lower. As an inevitable result the United States share of 
German cotton imports began to drop from a high of 22.8 percent in 
May 1955 to a postwar low of 2.4 percent in February and 2.7 per- 
cent in March 1956. America’s share grew slightly to about 10 per- 
cent during the period April through June 1956, primarily because of 
the effects of the first 1 million bales cotton export program dealing 
with short-staple cotton '%¢-inch and less in length. This 1 million 
bale program had relatively small effect upon West German imports 
because short-staple cotton is used only in limited quantities here. 
During July and August 1956 America’s share dropped once again to 
about 5 percent. 

Arrivals on raw cotton sold under the new export program begin- 
ning August 1, 1956, and based on a floor price of 25 cents for Middling 
15,-inch at inland locations, began only in September 1956. Since 
then the United States share of actual imports into West Germany 
has risen steadily and over-whelmingly to a high point of 61.1 per- 
cent in January 1957. Complete import statistics for more recent 
months are still unavailable. However, imports via Bremen and 
Hamburg only (usually accounting for about 80 to 85 percent of all 
cotton imports into West Germany) showed a further increase. It is 
likely that the final figures for January 1957 may even show a share 
of about 70 percent for United States cotton. 

Informed opinion‘has it that the United States share of West German 
cotton imports during the rest of the season—through July 1957— 
also will amount to between 60 and 70 percent. (It is possible that 
there may be a slight decline in July 1957 due to arrivals of new crop 
Mexican cotton.) Taking into consideration the slow start during 
the first months offthe season, the’total United States share for the 
1956-57 season will probably be about 60 percent of all imports into 
the Federal Republic. Expressed in quantities it will mean between 
700,000 and 800,000 bales each of 478 pounds net. In other words 
more American cotton than West Germany has ever imported in 1 
year since the end of World War II. 

When the new export sales program began, prices for United States 
cotton c. i. f. Beaineniiienkian were about equal to comparable 
qualities of competitive growths. Since September 1956 United States 
prices have been somewhat lower than practically all competitive 

wths. This is the decisive factor in the dramatic swing back to 
nited States cotton in the West German market. Since late January 
1957 Nicaraguan cotton has been offered at lower prices than United 
States cotton. At first the difference amounted to only about 1 cent 
per pound. Right now SM 1¥%¢-inch Nicaraguan cotton is being 
offered about 2 cents per pound lower. Even with this price difference 
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there is little chance that Nicaraguan cotton will substantially curtail 
the exports of United States cotton to West Germany; first, because 
mills have covered the larger part of their needs for the remainder of 
the season, and second, because the total amount of Nicaraguan cotton 
available for export is limited. (The whole Nicaraguan crop is said 
to amount to approximately 190,000 bales and out of this 110,000 bales 
are said to have been sold already, in part to American shippers.) 
Finally, in the opinion of West German dealers, the mills here would 
not even consider Nicaraguan cotton unless it were offered at least 
1 cent per pound lower than comparable United States growths. 
Some Nicaraguan cotton will of course be imported especially in view 
of the fact that United States cotton of the quality SM 1¢-inch and 
better is entering into short supply. However, these imports will not 
be large enough, according to our sources, to change the import 
pattern of West Germany during the remainder of 1956-57 season. 


France (export licenses required): Imports of raw cotton into France, calendar years 
1955 and 1956 and first half of marketing years Aug. 1 to Jan. 31, 1956-56 and 
1956-57 


(Metric “a 





Calendar years Marketing years 



































(ist 6 months) 
Source iperenijsnnewunininasenstnlp nniiiliianatiiensiiand aii 
1955 1956 1955-56 | 1956-57 
IN WO iii nse ne tikelbiincnowdunk . is ences heuer 68, 284 65, 595 14, 773 42, 099 
Brazil_- ud inetipltemttntie patton se ith icgtelche tek ee 5, 386 12, 350 1, 523 4, 982 
Mexico....-.---- eae TE whoa oe ada 2, 724 12, 901 3, 191 13, 063 
POE caciecs Milndnidibns tenademtn shied pce Mpeg 6, 500 8, 530 4, 081 5, 628 
Other Americas........-..---- ; panel 1, 165 714 297 702 
WORE DAE. cick ctnucodeses+a 43, 282 44, 532 25, 657 24, 966 
Give diescectesustpakalnstes 8, 088 18, 094 6, 093 17,722 
IE  cathlindkon > <cguisiteemietelin 18, 166 7, 616 5, 521 1,721 
Es Sasso 29, 823 27, 906 14, 124 4, 756 
Sudan........ | 7, 890 4, 508 4, 342 2, 347 
i dcaneads “ | $7,697 29, 371 23, 706 11, 546 
eee 14, 318 11, 873 4,917 5, 633 
Pitted Goncknndcaiatnns ae 10, 821 16, 745 6, 895 1, 246 
~— BNI S. 05x ccit bnnddlidivenisun + lpg ca ads tapsin malian de oe 759 10, 220 504 7, 433 
Ci inticiipnetaroteaniinsttwtebundens with , stadia’ 5, 502 7, 560 3, 975 4, 433 
ican ddautihe ssdbahbuatnnade ah neal pasenssl 5, 930 4,817 2, 537 4, 437 

a 

pe a a A eee 152, 114 





: 


Source: Compiled from official customs data. 


Total imports of raw cotton during the first 6 months of the present 
marketing year a ey 1 through January 31) were 152,114 metric 
tons, equvalent to about 680,000 bales. (See tables 1 and 2. ) This 


was 25 percent more than during the first 6 months of the 1955—56 
season. 
O 





